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by world-famous industrial designer 


Brooks Stevens 


in a new color, Mountain 
Spring Green 
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TYPE 116-216 WINTER AIR CONDITIONER «+ 90,000—110,000—130,000—150,00 Btu input 





For complete year-'round Air Conditioning 
The cutaway view above shows how the 
Type 116-216 is designed and styled for 
cooling simply by inserting the compact, 
24-inch square, Type 916 cooling module 
between the heat exchanger and the blower- 
hiter unit. 

Or the Type 116-216 can be installed with 
the cooling casing in place. Then, later, the 
Mueller Climatrol coils and condenser can 
be added. No matter which way it is in- 
stalled, the Type 116-216 provides the finest 


It's better in appearance, better in 
performance —- adds value to any home 


Homes equipped with a Mueller 
Climatrol Type 116-216 are homes 
whose resale value holds up — 
homes that sell fast. 

In the Type 116-216, the home 
buyer gets famous Mueller Clima- 
trol Designed Convertibility. He 
can use the unit for oil now — 
convert to gas later—inexpensive- 
ly, and get the same top efficiency. 

And he gets extra value for his 
heating dollars with such Mueller 
Climatrol features as: (1) All- 
welded, heavy-gauge steel heat- 
exchanger with free-floating radi- 
ator that eliminates expansion and 
contraction noises. (2) Large blow- 


er that is cushioned on rubber for 
quiet operation. 

The Type 116-216 gives the 
builder extra salability, with the 
eye-appeal of new, modern styling 
and a handsome, new finish — the 
buy-appeal of Designed Converti- 
bility and famous Mueller Clima- 
trol performance. 

Here is one more example of 
the leadership in design and quai- 
ity that has made Mueller Clima- 
trol the Big Name in Heating. 

Get the complete story on the 
Mueller Climatrol Type 116-216. 
Write for specifications and engi- 
neering data today. 


a 
2054R W. Oklahoma Ave. 
home comfort available. e r j Milwaukee 15, Wisconsin 
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MBA Calendar 


September 27-30—41st Annual 
Convention and Exhibit of Building, 
industry and Services, Conrad Hilton 
Hotel, Chicago. 


THIS MONTH'S COVER 


Something entirely new in mort- 
gage loan financing is opening up 
with the passage of the housing bill 
which includes the provision for the 
voluntary home mortgage credit pro- 
eram—the first effort ever made in 
this country to make available in re- 
mote and rural areas the same type 
of mortgage financing that is avail- 
able in the larger centers. The goal 
is an important one because if the 
objective is reached, activities such as 
the VA direct lending program will 
not be necessary. In a generation, 
mortgage banking has come from a 
more or less localized banking func- 
tion to one that is nationwide in scope 
and character. Of some historic im- 
portance is the recent meeting in 
Washington (cover), where plans 
were made for the formal organiza- 


tion of the program. Attending were: 


HHFA Administrator Albert M. Cole, 
chairman, and Neal J. Hardy of 
HHFA;; for MBA, President William 
A. Clarke; for ABA, Cowles Andrus 
and John A. Reilly; for the National 
Savings and Loan League, Harold 
Braman; for the U. S. Savings and 
Loan League, Ralph Crosby; for the 
National Association of Real Estate 
Boards, Oliver M. Walker and John 
C. Williamson; for the VA, Ralph 
Stone and T. B. King; for the Home 
Loan Bank Board, W. W. McAllister: 
for FHA, Norman P. Mason; for the 
Federal Reserve Board, Winfield 
Riefler; for the Life Insurance Asso- 
ciation of America, James J. O’Leary; 
for the American Life Convention, 
Robert Crichton; for Metropolitan 
Life Insurance Company, Norman 
Carpenter; for Mutual Benefit Life 
Insurance Company, Milford A. 
Vieser; for Prudential Life Insurance 
Company, John G. Jewett; for Na- 
tional Association of Mutual Savings 
Banks, Robert M. Morgan; and for 
National Association of Home 
Builders, George Goodyear and V. O. 
Stringfellow. 
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Title Guarantee Service 
in 62 cities for 


deserve this on-the-spot 
title guarantee service 


Your Chicago Title Guarantee Policy is 
issued right where the property is located 
—in 62 cities throughout the 

State of Illinois. 





It protects your mortgage fully against 
hidden title defects not found in the records. 
If the title, as guaranteed, is ever 







. questioned, Chicago Title and Trust 
°°. Company instantly takes over its 
“ defense, assumes all legal costs, and 
S pays any losses promptly. 
‘-* Illinois offers no other title protection : 
‘ with such financial strength behind it— x 
. nor such long experience in * 
. Illinois real estate. *. 
7 On your larger loans, we reinsure ‘. 
‘: for title companies in other states ’ 
‘ > + Py 
* Chicago Title 


and Trust 


eS: Company 
62 CITIES 111 W. Washington Street 


ae A y N 


7 ight where the Chicago 2 

° property is located 

° ° ~ Springfield Decatur Danville 
“e Rockford Edwardsville 


Ottawa 
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] x © Sarpresvagiy (xa down payment for won- veterans 
Months payments approssmately JOS 


As advertised in 
A B U Y This beautiful National “Pacemaxer” has many 


fine-home features, including . 

Li er @ LARGER KITCHEN — ‘he wish of every home- 
maker~— with sink on outside wall under window 
@ ALCOVE-TUB BATHROOM — generally found 
only in the mare expensive homes 


and other leading magazines e * ) --@ SPACIOUS INSIDE STORAGE ph: GENEROUS 
OUTSIDE STORAGE with plenty of roor dur garden 


‘\ and recreation equipownt 
.\ OPTIONAL EQUIPMENT. Complete Air Conelitioniag 
am! [vemate Wak arn - 


Sete.) (om Geseme of 
- Dengm ced them Plows 


















Panning. vevenily 
Premn ind bo Sotomes (tomes 














Nationwide Showing September 11-12 


Watch loca! newspaper for location of National "PACEMAKER" Open House nearest you! 











YOURE INVITED io inspect our nearest OPEN HOUSE SHOWING 


NaTionAL Homes BuiLDER-DEALERS in hundreds of 
cities will put our new ‘“‘Pacemaker’’ model on view 
starting Saturday, September 11. Make it a point to 
inspect this distinctive home that outsells and outvalues 
any other home on the market. You'll see why—more 
than ever—mortgages on National Homes are sound 


long-term investments. 


@ If you are unable to locate a National 
Homes Open House in your area, write us. 
We'll be glad to send a list of convenient 
showings—and a copy of the new ‘“‘Pace- 
HOR ES maker” Home Selector, just off the press. 


No obligation, naturally. 


NATIONAL HOMES CORPORATION 


iw ex 
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EXCESS ERRORS AND OMISSIONS INSURANCE 


is now available in conjunction with the 


Mortgage Bankers 
Blanket Bond 


This coverage reflects the result of a recent survey by the MBA 
Research Committee which developed a comprehensive picture of the 









errors and omissions exposures and actual loss experience of mort- 






gage bankers as a group. This extensive underwriting information 
has made it possible to negotiate a rating formula which, in most 







instances, will develop the... 


LOWEST AVAILABLE COST 


The excess protection now offered follows the UNUSUALLY BROAD PRI- 
MARY COVERAGE provided in the Mortgage Bankers Blanket Bond. 








It applies to all sums which the Assured shall become obligated to pay 
through negligence, error or omission in providing fire and extended coverage 
insurance. Covered also are defense costs including interest on judgments 
and investigation, adjustment and legal expenses. 









In comparison with other forms of fire and extended coverage errors and 
omissions insurance, this coverage has the following advantages: 







1: Coverage not restricted to mortgage interest. Assured is protected 
whether in his capacity as mortgage servicer, real estate manager 
or as insurance broker or agent. 






2: No co-insurance clause, thus eliminating necessity for adjusting 
amount of insurance in accordance with fluctuating mortgage 






volume. 






: Not limited to real property. 





4: None of customary restrictive clauses or detailed specification of 





circumstances of loss. 






For complete infomation, wetle lo: 
LESLIE H. COOK, INC. 


MORTGAGE BANKERS DIVISION 
166 West Van Buren Street, Chicago, Illinois 
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PeH Homes 


Certainly P « H Homes usually sell for 
less than comparable homes in their areas. 
But what may not be so apparent is the 
craftsman quality in the P&H Homes in 
every price range. Top quality materials — 
like Thermopane, Fiberglas, Rusco, Youngs- 
town, Douglas fir framing, and Upson Strong- 


cost less new... 


worth more on resale 


bilt panels keep P&H Homes young and 
resale values high. And, of course, the care- 
ful factory-controlled construction adds years 
to P&H Home Life, too. No wonder P&H 
builders and home owners are among the 
soundest sources of investment you could 
find. Write for details today. 











Check these Sales prices » « « See Why P & H Homes Are Such Good Investments 


ad The PaH Dover 


3 Bedrooms, 768 sq. ft. 


Three bedrooms for $51 a month! Hard to believe, 






jie va pve 
°° ee may {pe 
42) BRET Be a 


= 9 


fi te 
- | Ee See " 


ae 


but true. The P« H builder in Racine, Wis., is one 
of many builders who can offer the Dover for 


about $350 down, $51 a month, — 


e The PaH Lee 


3 Bedrooms, 920 sq. ft. 


More usable space, more luxury features, 


J = “a W 
ST 
= : a 


lasting value than just about any home in its 
class. It’s selling — profitably —in Franklin, 
Ind. for $500 down, $55 per month. 





e The Pa H Regent 


4 Bedrooms, 1,016 sa. ft. 


Does your market need a big home at a low price? 
It can be done — profitably. Example: A typical Sy 
P&H builder offers the Regent for just 8600 ‘~~ 
down, $62 a month in Meadowdale, Ill. 





Peak \ Pet a oe 


PaH HOMES, in 2, 3 or 4 bedroom models, 


PeH HOMES uarniscurecer CORPORATION 


369 Spring St., Port Washington, Wis., Phone Port Washington 61 | 


are priced to sell from $6,000 to $20,000. 


See P & H 
at the 
MBA Show, 
Booth 23 








TRUCK CRANES 


DIESEL ENGINES 
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For Cost-Saving, Comfort, Convenience 


... Look ttc RUSCO! 


















( Fully Prefabricated, Ready-to-Install 
RUSCO PRIME WINDOWS 


Rusco Prime Windows are complete, ready-to-install 
units made of hot-dipped galvanized tubular steel. 
They are pre-glazed, finish-painted with baked-on 
enamel and fully weatherstripped. Insulating sash 
(optional) gives exclusive MagicPanel® rainproof, 
draft-free ventilation. Rusco’s Fiberglas screen will 
not rust, rot, corrode or stain—never needs painting. 
Sliding glass panels are removable from inside for 
safe, easy cleaning. Rusco Windows make big savings 
in installation time and cost. Available in horizontal 
slide and vertical slide models. Also in 3-panel and 
4-panel “Fulvue” style for extra-large window areas. 










Prime house door . .. screen door 
+. ventilating window—all in one unit! 








Rusco 3-in-1 Windo-Door inserts fit standard 159” and 
134” wood doors. Give you a twin-slide operating window, 
complete with full Fiberglas screen panel, in a door, thus 
providing added window area in the room at minimum 
cost, plus added light and controlled ventilation. Ideal 
for kitchen, terrace, side door or porch. Properly used, 








LIGHT AND VENTILATES 


sco Windo-Doors can effect big economies in c ye 
Ruse o Windo-Doors can effect big economies in construc mse an a 
tion and enable you to offer more house for the money. CLOSED-DOOR TOP 


PROTECTION 


Permanent Year ‘Round Protection 
plus Wonderful Eye Appeal! 


RUSCO All-Metal VENETIAN AWNINGS 
AND VENETIAN-TYPE DOOR CANOPIES 


Metal door canopies and window awnings are among 
the fastest-growing and most wanted home equipment 
items on the market. Rusco Awnings and Canopies are 
sturdily constructed, beautifully finished in baked-on 
enamel and styled with horizontal lines that conform 
with good architectural design. Awnings give “see- 
through” visibility, free ventilation, controlled light. 


For illustrated literature and name of your nearest Rusco dealer — phone, wire or write 


THE F. C. RUSSELL COMPANY 


Dept. 6-M094, Cleveland 1, Ohio e in Canada: Toronto 13, Ontario 
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UTAH MINNESOTA 
7 - 
ARKANSAS GEORGIA 
ma m4 
N. DAKOTA S DAKOTA 
BA 
WYOMING NEBRASKA 
Be & 
KANSAS MISSOURI 
. a | 
W. VIRGINIA S. CAROLINA 
r ie: 
MISSISSIPPI FLORIDA 
wy & 
OHIO LOUISIANA 
Me” gS 





TENNESSEE KENTUCKY 





MONTANA 





QUALITY 


The quality of the mortgage loans you offer for sale 
establishes your standing in the minds of buyers and 


potential buyers of mortgages. 


The quality of your mortgages marks your standing 


among other mortgage bankers. 


A mortgagee’s policy of title insurance is one factor 


among those which make for good quality. 


Of course, a title policy cannot make a bad mortgage 


good. But it can and does make a good mortgage better. 


It’s a protection the borrower owes the lender. So, 
let the word about your production of mortgages be 
“Quality,” and let one of the justifications be your 
consistent use of title insurance to make good mort- 


gages better. 


Title Insurance Company of Minnesota is prepared to take 
care of the Title Insurance needs of mortgage bankers 
generally in the states listed. Policies are issued through 
branch offices, agents, or direct from the home office. The 
service is planned by mortgage bankers for mortgage 


bankers. 


Capital, Surplus and Reserves in 


excess of $3,000,000. 


125 SOUTH FIFTH STREET LINCOLN 8733 
MINNEAPOLIS 2, MINNESOTA 
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THE POPULAR Gunnison Coronado is available in a choice of color and siding and in several floor plans. All Gunnisons can be varied without changing 
the basic construction. 


“Last year we sold 155 Gunnisons... 


VARIETY—of designs and of prices—enables First Dayton Builder's Corp. to build attractive communities of homes that are priced right for the local 
market 
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THREE-BEDROOM Catalina which sold for $13,500. First Dayton Builder's Corp. offers ranges, refrigerators and automatic washers as optional features. 


this year we expect to sell 400!” 


says Carter C. Willsey 
First Dayton Builder’s Corp. 
Dayton, Ohio 


“We're hard put to keep up with the de- 
mand for Gunnison Homes here in Dayton,” 
Carter Willsey told us: “We don’t even 
have the streets in yet, and sales are already 
54 homes ahead of construction. 





“High quality construction and extra value are the reasons for our success. 
Factory prefabrication gives the buyer a well-built, comfortable home at a 
price and down payment he can afford easily. It enables us to build these 
homes fast, without cutting corners. As a result, our money isn’t tied up for 
long periods, so we can use it to build more homes. And if the market 
changes, we’re not stuck with a big inventory of building supplies like a con- 
ventional builder.” 

First Dayton Builder’s Corp. built 60 Gunnisons in 1950, their first year 
as a United States Steel Homes Dealer. Production has increased each year 
since then, and will exceed 400 in 1954. 

Every United States Steel Homes Dealer is carefully screened before he 
is granted a franchise. When you finance a Gunnison Home you not only 
are investing in a high quality product, you are also investing in a high 
quality businessman. Write for complete information. 


“Gunnison”, ‘“Coronade”’, and “Catalina trade-marks of United States Steel Homes, inc. 


United States Steel Homes, Ine. 


GENERAL OFFICES: NEW ALBANY, INDIANA 


DISTRICT OFFICES: Atlanta, Ga. + Chicago, Ill. « Columbus, Ohio - Dallas, Texas 
Harrisburg, Pa. - Louisville, Ky. » Newark, N.J. » Omaha, Neb. 





sussipmuaRY OF U NITED STATES STEEL corporation 








HOW THEY DID IT 


1. By building a high quality product— 


Gunnison Homes—which they can sell 
at a lower price than comparable con- 
ventional homes. 


2. By gearing the price and size of the 


home to the local market. There is ex- 
cellent demand in Dayton for homes 
priced from $10,700 to $13,500. 


3. By planning each Development well in 


advance — programming construction, 
arranging financing, and planning pro- 
motion. 


4. By training construction crews, to gain 


every building economy inherent in pre- 
fabricated Gunnison Homes. 


Se By obtaining attractive financing at low 


down payments. High appraisal value 
of Gunnisons makes this possible. All 
designs accepted by VA and FHA. Con- 
struction financing furnished by U.S. 
Steel Homes Credit Corp. 


6. By taking advantage of promotional 


aids offered by United States Steel 
Homes, and tying-in with national ad- 
vertising. 
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DON’T BUCK THE TREND: 


10 








The great bulk of loans originated for invest- 
ment offerings are covered by title insurance. 

To investors in mortgage loans, title insur- 
ance policies say: “You are protected against 
financial losses which may be caused by mis- 
takes made in abstracting and examining titles 
and in preparing legal papers affecting title. 
You are also protected against losses caused 
by concealed title defects, such as forged deeds 
and releases. Moreover, should anyone ever 
question the titles to the properties securing 


your loans, the insurance company will de- 


lawyers Title 


Insurance (orporation 


Operating in New York Slate as 
(Virginia) Launypors Fille Ins Corporal. 


Home Office ~ Richmond , Virginia 
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fend, without any cost to you, all legal actions 
or proceedings against you which allege the 
titles to be other than as insured.” 

If you would like to consider making your 
mortgages safer and therefore better mort- 
gages with title insurance, we shall appreciate 
an Opportunity to consult with you. 

Our company is one of the Nation’s largest, 
strongest and best known title insurance com- 
panies. Its title policies are accepted and often 
preferred by large corporate investors in 
mortgage loans. 


o 

° TITLES INSURED THROUGHOUT 38 STATES 

. NATIONAL TITLE DIVISION OFFICES 

° Chicago New York 

e BRANCH OFFICES IN: 
Akron, O. Dayton, O. Richmond, Va. 

e Atlanta, Ga. Decatur, Ga. Roanoke, Va. 

e Augusta, Ga. Detroit, Mich. Savannah, Ga. 
Birmingham, Ala, Miami, Fla. Springfield, tll. 

. Camden, N. J. Nework, N. J. Washington, D. C. 
Cincinnati, O. New Orleans, la. White Plains, N. Y. 

© = Cleveland, O. New York,N.Y. Wilmington, Del. 

e Columbus, Ga. Norfolk, Va. Winston-Salem, N. C. 
Columbus, O. Pittsburgh, Pa. Winter Haven, Fla. 

& Dallas, Tex. Pontiac, Mich. 

« REPRESENTED BY LOCAL TITLE COMPANIES 

e IN MORE THAN 160 OTHER CITIES 











HE decline in business which be- 
gan in the middle of 1953 ap- 
pears to have lost its momentum and 
volume of statistical 
evidence now sug- 
gests that produc- 
tion, incomes and 
employment are 
leveling out along 
a plateau only 
moderately below 
the high levels at- 
tained last year. 
It is of the 
greatest impor- 
tance that the re- 
cession has shown no signs of degen- 
erating into a spiral of deflation, that 
the Administration has so promptly 
applied some mild counterdeflation- 
ary stimuli but has wisely refused to 
be panicked into big deficiteering, and 
that the management of business en- 
terprise properly regards the current 
recession as but a period of reorgani- 
zation for still another great period 
of economic growth. 


a considerable 





Murray Shields 


Wlortgage Banker 


THE BIG FACT ABOUT 
THIS COUNTRY IS ITS 
BIG FUTURE 


Forget the problems of the moment and take a look at the Big 
Picture, the possible long-term growth of the United States. 
If Mr. Shields forecast is correct, we haven’t seen anything 
yet. The real technological revolution is ahead, the most 
sensational progress in science, industry and the arts is yet to 
come. If he’s right—and it’s so easy to go along with his think- 
ing—then by 1977 we'll have a population of more than 230 
million and be producing at the rate of three quarters of a 
trillion dollars annually. Take it however you will—as the 
scientific views of an economist or as a statement of faith in 
the future—the Shields’ credo for tomorrow is a convincing 
argument for an even larger measure of progress and pros- 
perity. Mr. Shields is vice president and economist of The 
Bank of the Manhattan Company, New York, and widely 
recognized for his economic studies in the financial and 


business world. 


Conditions are propitious for an- 
other surge upward in the U. S. 
economy for the revolution now un- 
der way in productive technology 
promises to provide a deep, powerful 
and sound basis for continued growth. 

We are in a fabulous period when 
scientific innovation and invention in 
industry, agriculture, metallurgy, med- 
icine and education are mobilized 
into an amazingly productive process. 
The rates of progress in all these 
fields are rapidly accelerating and the 
momentum is such as to present us 


By MURRAY SHIELDS 


with an historic opportunity to lift 
our production of goods and services 
per capita or per family to levels un- 
dreamed of only a few years ago. 

It would, however, be a mistake to 
assume that growth is an automatic 
process for history records many in- 
stances where nations blessed with 
great resources have failed to use such 
resources to expand production and 
to lift the standard of consumption of 
the people. Therefore, it is. of the 
greatest importance to recognize that 
the economic program presented to 
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Congress by President Eisenhower 
early this year is in essence a formula 
for continued growth. In fact, the 
Presidential messages comprise one of 
the most powerful, comprehensive, 
economically effective and _ politically 
acceptable programs ever devised to 
prevent a readjustment such as the 
one through which we have been 
passing from spiraling into deep de- 
pression, and to convert such a re- 
adjustment into the base for a long 
period of rapid growth and great 
prosperity. 

The breadth of the President’s pro- 
gram is obvious from the fact that it 
contemplates the following: 

For business and industry: A steady 
diet of tax reduction to provide vig- 
orous support for investment and 
confidence, with stimulation for every 
branch of the highly important con- 
struction and capital equipment in- 
dustries, 

For agriculture: High — though 
flexible — price supports, additional 
tax relief for soil conservation, and 
stockpiling of temporary surpluses, 

For consumers: Tax reduction, so- 
cial security and labor measures to 
increase disposable incomes, 

For foreign aid: Continued large- 
scale military — and, therefore, eco- 
nomic—assistance, and tax stimula- 
tion as well as additional government 
guarantee of some of the risks of pri- 
vate foreign investment, 

For money and banking: Policies 
aggressively expansionary in periods 
of retrenchment and readjustment, 
and at all times sufficiently stimula- 
tive to support the long-range growth 
of the economy, and 

For government expenditures: Re- 
straint, except during periods when 
depression is threatened, and the use 
of government guarantees to support 
a high and rising level of expendi- 
ture for public works. 

In general this program provides 
for pump priming, drastically easy 
money and deficiteering only when 
necessary to prevent a deep depres- 
On the other hand, it assumes 
that confidence stimulation, tax re- 
government guarantee of 
private credits, easing of regulatory 
restraints on enterprise and a steady 
but moderate expansion of credit 
will be used to perpetuate prosperity 
and stimulate growth in the economy. 


sion. 


duction, 


After a long boom in business and 
a pronounced inflation in prices, the 
economic measures proposed by Pres- 
ident Eisenhower may or may not be 
fully effective in preventing a deep 
recession or a “little” depression. But 
they do assure that any slump in 
business will not degenerate into a 
long debilitating deflation such as 
that of the thirties. And, in an en- 
vironment of accelerated technologi- 
cal advance and of surging popula- 
tion growth here and abroad, the 
program provides every reason for 


confidence that sooner or later the 





U. S. will enter another period of 
rapid, substantial and long sustained 
economic expansion. Therefore, it is 
reassuring that the new program is 
a skillful and statesmanlike combina- 
tion of the measures advocated for 
many years by the more conservative 
liberals and by the more liberal 
conservatives. 

Under the circumstances, every- 
one — whatever his political affilia- 
tion—should lend his support to a 
program which is potentially of such 
great importance to the prosperity 
and security of the nation. 


And Sharing Our Growth Will Be Our 


Neighbors to the 


Almost everyone now agrees that 
the United States is in a long period 
of growth and expansion. And it is 
now clear to most of us that our 
neighbor to the north is also in a vig- 
orous surge of growth. There is rea- 
son for confidence that the quarter 
century from 1952 to 1977 will bring 
an expansion in Canadian popula- 
tion from 14 to, roughly, 28 million 
and an increase in production from 
$1,595 to $3,000 per capita, which 
would lift the total production of 
goods and services from $23 billion 
to $83 billion in 1952 Canadian dol- 
lars. 

It is not so generally appreciated, 
that Latin America as a 
whole is also a great growth area of 
the future. In fact, the record of the 
immediate past is far more impres- 
sive than is generally appreciated for 
despite a high degree of political and 
financial instability in several indi- 
vidual Latin American countries, the 
rate of economic progress in Latin 
America as a whole during the past 
few years has been nothing short of 
phenomenal. 


however, 


Population has been increasing at 
a rate of 2 to 2.5 per cent per year, 
far more rapidly than in any other 
major area of the world, per capita 
production of goods and services has 
been increasing at, roughly, 3.5 per 
cent per annum which is high by any 
standard, and approximately 16 per 
cent of national income has gone 
into investment so that the stock of 
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North and South 


capital per worker has risen about 
35 per cent in eight years. 

A combination of exceptionally 
stimulative circumstances almost cer- 
tainly assures that the future trend 
of growth of Latin America will be 
at an even more rapid rate: 


>> Latin America is one of the few 
remaining great areas of the world 
which is underpopulated in relation 
to its resources and in which the rev- 
olutionary new developments in in- 
dustrial, agricultural, metallurgical, 
medical and educational technology 
are uniquely applicable. 


>»? Recent exploration and resource 
surveys by Latin American countries 
and by U. S. corporations have made 
it abundantly clear that Latin Amer- 
ica is potentially one of the world’s 
great storehouses of the basic raw 
materials of industry. 


>> Future increase in world demand 
for raw materials, due to continued 
growth in the more mature coun- 
tries, will provide a powerful incen- 
tive for the rapid development of 
Latin American resources. 


>> Appreciation of the sheer magni- 
tude of their opportunities for 
growth is sure in time to cause a 
more receptive attitude toward for- 
eign investment and to bring sup- 
port for a great cooperative effort to 
devise international means to expe- 
dite the economic development of the 
entire area. 
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»> Unless the Communists reverse 

eir policies of persistent aggression 
nd of preparation for conflict with 
the West, the need for development 
of a broad resource base for an ex- 
panded defense program will accel- 
erate the adoption of a broad devel- 
opment program for Latin America 
as a whole. 

A careful analysis of the growth 
potential for Latin America reveals 
that whatever reservations one may 
feel with respect to the short-term 
outlook for particular Latin Ameri- 
can countries, it is within the realm 
of practical possibility that 25 years 
from now Latin America, as a whole, 
will have a population of 365 million, 
more than double that 170 million in 
1952 and 50 per cent more than the 
U. S. will have in 1977, be producing 
at a per capita rate (in 1950 dollars) 
of $750, more than three times the 
$238 per capita in 1952, and be gen- 
erating a gross product (in 1950 dol- 
lars) of $274 billion vs. $40 billion 
in 1952, an increase of almost 600 
per cent. 

With such favorable growth poten- 
tials not only for our own country 


but also for our neighbors to the 


north and to the south, what a trag- 
edy it would be if we were to fail to 
take whatever action is needed to 
generate the colossal amount of in- 
vestment funds which would be 
needed and to create a favorable 
climate for their productive use. 
Should we not, therefore, take a new 
look at the whole problem and in 
cooperation with all affected coun- 
tries and areas of economic interest 
devise new techniques to implement 
these great growth potentials ? 

For the U. S. the President’s eco- 
nomic program provides a challeng- 
ing new blueprint for continued eco- 
nomic progress. I hope that we will 
now go a step further and lay out a 
no less sound and statesmanlike pro- 
gram to make certain that the vast 
growth potential of the entire West- 
ern Hemisphere will be fully realized. 

Canada presents no problem of 
consequence. Its savings institutions 
and its private savers generate huge 
amounts of funds for investment. Its 
well developed financial markets 
mobilize such funds for productive 
employment. The investment climate 
is propitious for the Canadian Gov- 
ernment not only has resisted the 


temptation to erect needless barriers 
to investment but has deliberately 
adhered to tax, regulatory and other 
policies favorabie to enterprise. The 
steady and substantial flow of foreign 
investments into Canada leaves no 
reason for doubt that the funds 
needed for expansion in Canada will 
be forthcoming and provides an en- 
couraging example for other nations 
in which the need for investment 
funds is pressing and where effective 
means for providing them have not 
as yet been found. 

With respect to the problem of in- 
suring that the great growth poten- 
tial of Latin America will be fully 
realized, the situation calls for a co- 
operative effort involving the use of 
devices such as: large World Bank 
and Export-Import Bank lines of 
credit to private and public corpora- 
tions—domestic and foreign—to aid 
in the development of Latin Ameri- 
can resources—contingent, of course, 
on the willingness of such countries 
to adopt less restrictive policies with 
respect to foreign investment, estab- 
lishment of a Latin American Finan- 
cial Corporation—probably as a sub- 
sidiary of the World Bank—to 


stimulate private equity investment 
through a system of guarantees and 
participation in equity financing, cre- 
ation of a Latin American Payments 
Union, perhaps under the wing of 
the International Monetary Fund, to 
aid in stabilizing currencies until the 
flow of investment funds can be de- 
veloped into a considerable volume, 
agreements between the nations of 
Latin America to reduce the legal 
and other restrictions which have 
over the years deterred foreign in- 
vestment, and increased grants under 
the Point IV program for broad re- 
source surveys to help provide an 
economically sound pattern of devel- 
opment. 

I am optimistic enough to believe 
that the use of such means to facili- 
tate the economic growth of Latin 
America will not be long delayed. I 
feel no less confident that the Presi- 
dent’s new economic program for the 
U. S. will be adopted and that Can- 
ada will do whatever is necessary to 
expand to its full potentialities. 
Therefore, I am convinced that this 
whole hemisphere can, given time, 
look forward to a golden era of eco- 
nomic growth. 


Despite Booms, Busts and ’flations, 
We Have Made an Impressive Record 


But the overwhelmingly important 
fact is that, despite the booms and 
busts, the inflations and deflations, 
our economy has rolled up for the 
period as a whole a splendid record 
of progress and achievement. It has 
produced more goods and services 
and provided a more rapid rise in 
our standard of living than has been 
the case in any other country in the 
world. Despite the instability and 
fluctuations from month to month 
and year to year ours has been a land 
of opportunity for the courageous, 
the far-sighted and the well-managed 
businesses of the country. 

If our growth in population and 
our progress in increasing productiv- 
ity were to be no more rapid in the 
future than has been the case in the 
past, our population in 1977 would 
be 220 million, our production per 
capita would rise from $2,100 per 


capita to $2,900, and the value of 
total production would show a rise 
from $346 billion in 1952 to around 
$625 billion in 1977. These gains are 
impressive but it must be emphasized 
that the trend projections assume that 
our rate of progress and growth will 
be no greater in the future than it 
has been in the past. 

I am convinced, on the other hand, 
that the expansion of technological 
research into a predictably produc- 
tive process calls for the lifting of our 
sights far above the projections based 
merely on the trends of the past. The 
most important fact of our economic 
life today is that we are in the midst 
of a technological revolution capable 
of causing a sharp and substantial 
break upward from the rates of prog- 
ress recorded heretofore. 

If the population projections were 
to make full allowance not only for 
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the progress already made in the re- 
duction of infant mortality and the 
lengthening in the span of life but 
also for the ultimate effects of wide- 
spread application of recent and 
prospective advances in medical tech- 
niques, the gains recorded in popu- 
lation would be considerably larger 
than those obtained by a simple ex- 
tention of the long-term trends of 
the past. 

It is, however, in the area of pro- 
ductivity that really spectacular 
progress can be realized. The gains 
registered in production per capita 
could easily turn out to be impres- 
sively larger in the future than they 
have been in the past because of im- 
proved medical technology, which 
should reduce the number of days 
lost because of illness because 
full use of the improvements now 
clearly in view in agricultural, indus- 
trial and metallurgical technology 


and 


are capable of raising the rate of in- 
crease in the output per capita sub- 
stantially. 

We have incubating in our labora- 
tories, which so liberally 
financed by business and government 
and so well staffed with the best 
trained and the most practically 


are now 


imaginative scientists in the world, a 
host of new industries and an incred- 
ibly long list of new ways of produc- 
ing more cheaply so that costs can be 
our markets can be 


reduced and 


widened. 

We are but at the beginning of a 
new age of technological miracles 
and I am convinced after 25 years of 
study of these matters that the really 
great phase of the technological rev- 
not behind 
us. My personal estimate of the po- 
tentials 1977 is that 
easily have a population of 230 mil- 
lions, producing goods and services 
valued in 1952 dollars of $3,300 per 
capita so that the total value of the 
nation’s production would, again in 


olution lies ahead of 


tor we could 


1952 dollars, be more than three- 
quarters of a trillion dollars. 
This is not to say that we have 


achieved the utopia of perpetual 
problem-less prosperity. Rapid 
growth is by nature a jerky and un- 
even process. Temporary periods of 
glut in our markets and of overex- 
panded capacity are probably inev- 
itable. When consumers and business 
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have become heavily indebted, phases 
of retrenchment are unavoidable. 
Therefore, while the next quarter 
century will inevitably be a period 
of continued economic growth, it is 
likely also to be marked by consid- 
erable economic instability and ex- 
tremely intense competition which 
will test the management effective- 
ness of U. S. business. It is going to 
take some very skillful planning in- 
deed for business to take full advan- 
tage of the potentialities for growth 
and at the same time to avoid the 
pitfalls in a highly competitive and 
unstable environment. 


I am convinced that we will do 
well to base our planning, program- 
ming and budgeting on the following 


general assumptions: 


2»? While we do not have a depres- 
sion-proof economy, there is no rea- 
son to assume that there is any 
prospect whatsoever that we could 
experience “another 1929.” After a 
long inflationary boom no govern- 
ment, however well-intentioned, can 
provide assurance that any economy 
is depression-proof. History, economic 
theory, common sense and the facts 
of our economic life all argue per- 
suasively that it simply cannot be 
done. Nevertheless, our new Admin- 
istration is preparing its defenses 
against depression so carefully and it 
is reorganizing government economic 
policies so skillfully as to justify con- 
fidence that we will, in fact, be able 
to prevent any economic readjust- 
ment from deteriorating into a long 
and disastrous major depression. 


>> “Little” depressions result from 
the need of a pause in purchasing 
and/or a pause in capital expendi- 
tures to offset over-expansion of 


1954 


business or consumers’ inventories 
and to permit the country to grow 
up to overexpanded production ca- 
pacity and residential facilities. Such 
depressions never are very long or 
deep. “Big” depressions are, on the 
other hand, primarily financial in 
origin. They come when debts are so 
high, financial position so extended 
and financial institutions so exposed 
that a “little” corrective depression 
is converted into a deflationary 
struggle for liquidity. That is why 
the rise in debt is a matter for con- 
cern. Nevertheless, the financial pol- 
icies of most borrowers and lenders 
are so strong today as to justify con- 
fidence that such corrective depres- 
sions as we experience need not de- 
generate into deflationary busts. 


>> With our defense program as large 
as it is, short-term fluctuations in our 
economy may well be determined 
primarily by international develop- 
ments and their effects on govern- 
ment expenditures. Another serious 
war scare could be temporarily infla- 
tionary. A greatly improved interna- 
tional situation would in all probabil- 
ity be deflationary from the short 
range point of view. However, our 
long range outlook clearly is for a 
period of great growth and expan- 
sion no matter what happens in the 
international sphere. 


>»? The overwhelmingly important 
fact is that the United States is still 
a growth country with many impor- 
tant new industries and several large 
areas sure to expand at a spectacu- 
larly rapid rate for many years 
ahead. And with population rising 
sharply and productivity spurting 
upward as a result of technological 
progress, the long term trend in pro- 
duction can easily be more sharply 
upward in the future than it has been 
in the past. 

The economic outlook is for much 
more economic growth, a great deal 
more economic instability and vastly 
more intense competition than is ex- 
pected by most businessmen and 
economists. When, ten years from 
now, the economic history of the 
decade is being written it will be ob- 
vious that our business leaders will 
have handled their affairs with high 
statesmanship and will again have 
chalked up a new high in economic 
accomplishment. 
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HEN we who are engaged in 

mortgage matters look back 
over the years, we come to a realiza- 
tion that we are constantly in a pe- 
riod of transition from one type of 
situation to an- 
other. Particu- 
larly has this 
been true in re- 
cent years when 
we have scarcely 
been able to catch 
our breath from 
the last change 
when the next one 
comes along. Here 
I would like to 
dwell on questions dealing with our 
trusteeship, and because awareness 
of changing conditions is a necessary 
and vital feature of any trustee’s 
functions, it might be well to look 
back into the past briefly to recall 
the kinds of changes to which we 
have had to adjust. 


Norman Carpenter 


My own introduction to real estate 
began in the late 1920’s. This was a 
period similar in some respects, but 
vastly different in others, to that 
through which we have been passing 
in recent years. It was a period that, 
for those times, was represented by 
unprecedented activity in the field of 
construction and the resultant need 
for large amounts of mortgage 
financing. 

Those were days of great opti- 
mism, second mortgages, and not 
much realism in evaluating the eco- 
nomic scene. Foreclosures were rare, 
collections good, and values appeared 
to be stable. 


A TIME FOR 
TAKING STOCK OF 
MORTGAGE LENDING 


For nearly twenty years we have been in a rising real estate 
market. None wants to see a declining market but it is a part 
of mature thinking and planning to recognize the historic sig- 
nificance of past events and be guided accordingly in our lend- 
ing policy determinations. For Mr. Carpenter, this means that 
we ought to make a careful stock-taking of our thinking and 
our procedures. He is specific about some of the things he sees 
today—cree ping competition, the tendency to meet a compett- 
tor’s terms and amounts to maintain volume; basing loan 
amounts on current selling prices rather than on carefully pre- 
pared valuations; and a willingness to use trusteed funds to 
finance highly speculative ventures. These things he deplores; 
and in these observations of the mortgage lending scene, he 
gives some of the philosophy which guides one of the largest 
investors in mortgages today. 


By NORMAN CARPENTER 


Second Vice President, City Mortgages, Metropolitan Life Insurance 


Company, New York. 


Then followed the great depression 
with its shattering effect on our com- 
placency and comfort. This was 
change of the first order. Extensive 
unemployment led to poor collection 
experience. Foreclosures grew alarm- 
ingly. Men who a few years earlier 
were prophesying “America’s Golden 
Age” unfortunately went to the other 
extreme of pessimistic hopelessness. 
Realism was absent then too. We 
can learn much by viewing in retro- 
spect the attitudes of those times. The 
advent of HOLC proved helpful. 
Mortgage lending organizations, both 
correspondents and investors, were 
suddenly converted to real estate 
management and selling operations. 
It was during this period that the 
core of our experience and our or- 
ganizations was developed. In 1934 
came the next highly significant 
change — the institution of FHA, 


which at that time served as a pump 
primer, later developing into the pro- 
gram which has had such striking 
effects on our type of business and, 
in fact, on our entire national econ- 
omy. 

It was during this period of the 
middle and late 1930’s that we 
learned about the liquidation of fore- 
closed real estate and the fact that 
with the swing in the economic pic- 
ture there is a comparable swing in the 
market value of real estate. Values 
disappeared because when there are 
no buyers, there is no value until 
buyers reappear. Houses which a short 
while before had sold for $10,000 were 
available for $5,000. The grim re- 
ality of financial loss reached all 
areas of real estate activity. The 
trustee at this time was challenged to 
keep his feet on the ground and to 
resist any tendency toward panic. We 
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who were in the business then learned 
conclusively not to permit our poli- 
cies to be dictated by the extremes 
of the economic condition to which 
our affairs are subject. We learned 
the fallacies inherent in basing lend- 
ing policies for long-term investments 
on extreme conditions which might 
prevail at any one time—that is to 
say, we learned the advisability of a 
middle-of-the-road course with ref- 
erence to the extremes of either de- 
pression conditions on the one hand 
or boom conditions on the other. 
Fortunately, we also learned that al- 
though what goes up must come 
down, with faith and action it can be 
made to go up again. 

The events leading up to World 
War II brought on another type of 
change affecting our business. Most 
of us can recall how shortages of ma- 
terial developed and the special needs 
of wartime housing arose. With “V-E 
Day” and “V-J Day” came the tran- 
sition from a wartime to a near 
peacetime economy. The Service- 
men’s Readjustment Act of 1944 
added new and vital impetus to our 
activity. Materials gradually were 
released for civilian purposes, and 
prices began to rise. Pent-up capital 
seeking long-term investment showed 
itself in great volume. The building 
industry was in for a period of boom- 
ing prosperity. 

The starts of residential dwellings 
were upward year after year, and 
costs soared in relationship to the in- 
creased activity. Question arose in 
the minds of many.as to whether the 
counterpart of the prewar $10,000 
house which was being built in the 
postwar period for $20,000 to $22,- 
000 would hold its own at the new 
price levels, or whether prices would 
settle down as the postwar boom 
would settle down to somewhere be- 
tween the peak of the boom and pre- 
war conditions. The challenge to the 
judgment of the trustee in adjusting 
to this change was indeed great. De- 
cisions had to be made. Events so 
far have supported most of them. 

Then came Korea with its near- 
wartime changes, realization of the 
threat of inflation, “Regulation X,” 
the voluntary credit restraint pro- 
gram, and that momentous action 
resulting in the Treasury-Federal Re- 
serve accord in March of 1951, mod- 
ifying the long-standing policy of 
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support of the market price of Gov- 
ernment bonds. We are all keenly 
aware of the changes since that time, 
first toward the tightening of money 
and, more recently, its easing until 
the present time when it is again in 
adequate supply. 

I bring back the past, not because 
I prefer to look back rather than for- 
ward but because I think that occa- 
sionally we do well to take stock, to 
draw on past experience when we 
plan for what lies ahead. Change 
may come. It is most unpopular to 
even breathe of a change in the 
wrong direction —i.e., toward de- 
creasing values. No such prospect ap- 
pears on the horizon now. But let’s 
not be guilty of immaturity in our 
optimism as we operate in a period 
like the present. Let us not be blind 
to the lessons of the past as we march 
confidently toward the future. The 
trustee surely must find a proper 
balance between too much fear of 
burning his fingers again and the im- 
prudent attitude of putting his fingers 
right back in the fire which previ- 
ously had burned them severely. 

Functioning as a trustee during 
the past 15 years has not been a sim- 
ple task. There has been no sharp 
delineation between black and white, 
and decisions which have been 
reached by all of us have necessarily 
been subject to many shadings by rea- 
son of the complicated issues of the 
day. The transitions through which 


we have passed, are now passing, and 
may pass must be met by intelligent 
awareness and action by us to whom 
is entrusted the safekeeping and prof- 
itable investment of funds. 

I do not exempt the correspondent 
from these obligations of trusteeship. 
No reasonable person functioning for 
a principal who is 100 or 1,000 miles 
away can take the position that his 
principal may be a trustee but he is 
not. The investor needs the consci- 
entious judgment of the correspond- 
ent in order to fulfill his functions 
properly. For the satisfactory dis- 
charge of our joint obligations there 
must be an esprit de corps between 
the two types of organizations with 
service to the bank depositor or the 
policyholder as the main objective; 
otherwise, the entire system is doomed 
to collapse. A great deal is at stake. 
Life insurance policies in force num- 
bering many millions, and the aggre- 
gate of the other sources of long-term 
capital investment are important fac- 
tors in the lives of virtually every 
American man, woman, and child. 
The implications of our responsibil- 
ities to the physical and social econ- 
omy of our country and the welfare 
of all our people should have a sober- 
ing effect upon us. Each of us must 
do his part in maintaining high stand- 
ards in each segment of the field of 
financing. 


I am not making dire prophecies 
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of bad times ahead; in fact, to ex- 


press myself on the positive side in 
this respect, I foresee good times - 
ahead. The evidence for this belief is e idden aw 


fairly conclusive. It does not neces- 
sarily follow that we can reasonably 
expect that every year must produce 
bigger profits and greater activity 
than the year preceding. To confi- 
dently expect any such experience 
would subject one to charges of un- 
realistic overoptimism, impractical in 
nature and highly improbable in at- 
tainment. Occasionally we shall have 
to be satisfied with, and even grateful 
for, second or third or even fourth- 
best years to allow for highly neces- 
sary adjustments and the assimilation 
of progress already made. To repeat, 
however, I do not anticipate any se- a . : ‘ s 
vere economic reversal developing in There’s never a pitcher that couldn’t spill, 
the foreseeable future. And there’s often a flaw in a donkey’s will!” 

This does not, however, excuse us OLIVER WENDELL HOLMES 
from the necessity of viewing the pos- 
sibility, even the likelihood, of fluctu- 
ations in our economy which can 


have a direct effect on the safety of EAL ESTATE titles, like “pitchers and 


these funds with which all of us are pea . 
ouneeai donkeys’ wills’, can spring a leak—de- 
velop a flaw when least expected . 





For nearly 20 years we have been 


exposed only to the influences of a But the loss from these defects occa- 
rising real estate market, and lending sioned by eventualities no one could possibly 
policies, therefore, have not been put foresee—past oversights—dishonesty —care- 


to the severe test of a declining mar- 
ket. It is devoutly to be hoped that 
they will not be put to such a test; 


lessness—that come to light—even genera- 
tions after their happening— become our re- 


but it is also part of mature thinking sponsibility. 

and planning to recognize the historic The prompt payment of valid claims— 
significance of past events and to be the legal expense of disposing of invalid ones 
ae sey S oe hae — is assured to the holder of a T G & T policy. 


policy determinations, rather than to 
plunge headlong into a blissful sea of 
unconcern without weighing the re- 
alistic potentialities of our situation. 


Within recent years servicing vol- 








umes have increased greatly. Such 
is a fitting reward for intelligent hard 

work and sound planning. On the d T; t C 

discharged our obligations to poster- p yy 
ity in a commendable manner. If we MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4- 1000 


prosperity has been well earned and / T ] / E Gl [ARAN | EE 
whole we have built well and have 
were to cease to regard our mortgage 


adieciaie s : oliaanial Tet oA TITLE INSURANCE THROUGHOUT NEW YORK, 
ustry as one wherein public service NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 1 fy 


must remain in the foreground of our 
thinking and action, I would have 
little hope for our future. This, then, 
is how I classify the obligations of 
our trusteeship, as I see them. 


Reinsurance facilities available through primary 
title insurers in many other states 





First, and always first, comes the 


need to lend wisely and well so that 
the hoped-for security and freedom , en 
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from financial worry becomes a fact 
for the thrifty people who have en- 
trusted their savings to us. In this 
classification we must know the eco- 
nomic stability of the area in which 
we are operating; we must be on the 
alert for the signs of overbuilding due 
to some temporary excessive demand; 
we must insist on building standards 
which will meet the tests of time; we 
must require that architectural de- 
sign, land planning, room arrange- 
ments and sizes, utilities, convenience 
to schools, churches, shops and places 
of employment all be such as to lend 
stability to the investment. 


The relationship of the normal in- 
come of the community to costs in- 
volved in owning the houses which 
are to be security for our loans should 
be one of our concerns. We must fa- 
miliarize ourselves thoroughly with 
the costs of construction, and make 
due allowance for obsolescence, either 
We must know 
the tastes of the people and adhere 
to them when we assist in producing 
merchandise for their consumption. 
All of these factors, and many more, 


real or threatened. 


must be used in determining the 
proper loan amount and terms. Our 
judgment in using them is the true 
measure of our capabilities and our 
right to the mantle of trusteeship. 


Judgment and experience are our 
stock in trade. One without the 
other is dangerous and may lead us 
into actions resulting in loss to the 
beneficiaries of our trusteed funds. 
Unfortunately, ours is not the kind 
of activity wherein we can add a set 
of figures at the day’s end, and go 
home secure in the knowledge that 
the books are balanced and all is well. 
Our books are not of that kind. They 
are not subject to being balanced for 
perhaps 5, 10, or 15 years, when the 
loans that we are making today will 
have withstood any buffeting that the 
future may or may not hold for us. 

On the question of loan amounts, 
one of the tendencies to which our 
business is subject, and which we 
must guard against, is what I might 
call creeping competition. By this ex- 
pression I mean the tendency to meet 
the competitor’s amount and terms 
as a means of maintaining produc- 


tion levels, without paying sufficient 
attention to the fact that by this 
process the level of loan amounts is 
gradually being inched up beyond the 
point of safety. I shudder every time 
I hear a statement like, “Well, if it’s 
good for $10,000, it’s good for $11,- 
000.” By this reasoning, if it’s good 
for $11,000, isn’t it good for $12-, or 
$13-, or $14,000? Where do you stop 
on this approach? 


Another related practice I deplore 
is the basing of loan amounts on cur- 
rent selling prices rather than on our 
own carefully prepared valuations. 
Selling prices obviously belong in our 
thinking, but they should not be the 
final determining factor. In times like 
the present it is an infrequent occur- 
rence for the selling price of a dwell- 
ing to be iess than a competent ap- 
praisal made for long-term mortgage 
purposes. For us to make a blanket 
commitment to lend “x” per cent of 
whatever a house may sell for is to 
pass over to the butcher, the baker, 
or the candlestick maker who may 
buy the house, the appraisal of the 
property in question. By this means, 
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overemphasis may well be placed on 
purely temporary conditions affect- 
ing current market value, without 
regard to the longer-term considera- 
tions. Our employers want our judg- 
ment and experience to interpret and 
modify and perhaps stabilize that of 
the buying public. 

On the subject of loan amounts, I 
would warn against using our trust 
funds to finance ventures of a highly 
speculative nature. I mean the sort 
of proposal, usually involving some 
type of commercial property, wherein 
earnings are prophesied far beyond 
any proven facts, and out of propor- 
tion to the cost of construction. These 
earning forecasts, along with the urg- 
ings of a smooth-talking promoter, 
may induce the unwary lender to 
supply nearly all of the equity money, 
take most of the risk, but still be en- 
titled only to the contract rate of in- 
terest as his relatively meager reward. 
There is rarely any health in this 
type of venture for the institutional 
type of lender. 


The amount of loan on which 


agreement has been reached and the 
rate at which it is to be reduced by 
amortization payments are closely re- 
lated parts of our task of investing 
wisely and well. What will be the 
unpaid balance of our loan 5 and 10 
years from now? Will the value of 
the property 10 years hence be great 
enough to supply the margin neces- 
sary to cover costs of foreclosure—if 
required — back taxes, physical re- 
habilitation of a possibly neglected 
property and the commission for sell- 
ing it, not to mention interest on the 
investment during the interval? I 
must say that I view with some alarm 
the growing tendency to ever-decreas- 
ing amortization payments, a ten- 
dency which results from ever in- 
creasing the term of years over which 
our loans are being made to run. 


A recent proposal would provide 
for government insurance of 40-year, 
100 per cent loans for certain low 
income families. Under this plan the 
rate of amortization is sufficient to 
offset only a fraction of normal de- 
preciation. Even with a completely 


stable economy, with no fluctuations, 
after a few years the value of the 
property would be less than the 
amount of loan because there was 
originally no equity to absorb the 
difference. But, people say, these are 
insured by the Government so we 
will not suffer any loss. The truth, 
of course, is that we are the Govern- 
ment, and as taxpayers we will take 
the loss. We might as well ask our- 
selves who is kidding whom. 

Summarizing our first and fore- 
most obligation of trusteeship, when 
all is said and done the important de- 
termination is the extent to which the 
security for our loans will continue 
to have a ready appeal in future 
years to willing purchasers at prices 
which bear a proper relationship to 
the amount of the loans in force. 

The yield on the investment should 
be as high as can be obtained com- 
mensurate with safety. 

Our second and third obligations 
of trusteeship are to the community 
and to the individual in the commu- 
nity who will occupy the property. 
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These three obligations are so closely 
intertwined that it may be difficult 
to distinguish between them. I do 
not dwell at length on the last two 
as I do on the first. It is enough to 
say that our power is great for help- 
ing to control the future of our cities 
and the welfare of our people. None 
of us wants to be party to the crea- 
tion of inferior quality in any field of 
activity, nor to present or future mis- 
treatment of any individual. Even 
though we may feel that the obliga- 
tion of safety is satisfactorily met in 
any project which we are consider- 
ing, we in the mortgage arena should 
check our ventures as to conformity 
with the second and third obliga- 
tions. The inferior project of today 
may be the slum of tomorrow. 

I repeat that on the whole we 
have met our obligations in these 
areas with competence, imagination, 
and fidelity of purpose. Architects, 
builders, and mortgage people have 
made great strides as a team toward 
making a better quality product than 
ever As long as we strive 
toward public service, as typified by 


before. 


the obligations I have mentioned, our 
future is secure. 

As to the course our mortgage 
financing business is to take in the 
future, particularly in its relationship 
to Governmental participation, there 
appears to be a strong element of 
incongruity in the exertion of pres- 
sures for further governmental con- 
trols over our operations when, to 
use the vernacular, we never had it 
so good with things as they are. It 
may well be asked, “What pressures 
are being exerted for further govern- 
mental controls?” Obviously, a direct 
request for an increase in control is 
not being made, but each time we 
urge the government to increase the 
risks it now takes over those it has 
taken heretofore, and each time we 
press for utilization of taxpayers’ 
money, either through direct lending 
operations by the government or 
through the expansion of the so-called 
secondary market facility, we are in- 
directly inviting a decrease in our 
freedom to act when and how we 
will. It is unrealistic to suppose that 
on the one hand we can urge the 


government to engage ever more and 
more in the construction industry 
and in the field of mortgage financ- 
ing and expect still to be able to 
have our cake. 

We must guard against the danger 
of selling our birthright of independ- 
ence and freedom of action for a 
mess of pottage. The mess of pottage 
is the type of temporary situation 
which may arise in any free econ: 
omy, creating some inconvenience, 
which may be more imagined than 
real, for a relatively brief period 
of time. During the postwar years 
we have built and financed success- 
fully a million houses or more per 
year. We have done all right with 
what government participation we 
now have. Before we campaign for 
more government in our business, we 
should measure carefully both the 
need and the future cost. I wonder 
if we realize what it would mean to 
us and how we would rebel against 
ever-increasing dictation by govern- 
ment as to what, where, and how we 
may build and finance homes for our 


people. 
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HOW SOUND IS OUR 


By FAYETTE B. SHAW 


College of Commerce 


De Paul University 


HATEVER the near future 

holds for the American system, 
the long-term trend would seem to 
me to be one of continuing inflation. 
The New York Clearing House As- 
sociation in 1953 published a study 
entitled “The Federal Reserve Re-ex- 
amined” in which it reviewed syste- 
matically and thoroughly the changes 
in statutes and Federal Reserve prac- 
tices from the beginning of the Sys- 
tem. As this panorama of change 
passes before the eyes of the reader, 
with the appropriate comments and 
interpretations by the writers of the 
study, there naturally arises the un- 
easy, disquieting feeling that the dol- 
lar could go the way of the French 
franc or Italian lira. It has already 
taken giant strides in that direction, 
with the value of the dollar now only 
a little over half what it was in 1940, 
and with present policies and atti- 
tudes being what they are, the con- 
tinuation of the trend is to be ex- 
pected. 

But even with inflation continuing 
irregularly and intermittently, the al- 
terations of business known as the 
business cycle can still take place, 
with depressions and prosperities tak- 
ing turns. This is no part of the 
Clearing House study, but the au- 
thor’s own interjection. 

The authors of the study say that 
inflation is the major challenge. 
“Among the more important infla- 
tionary factors which have emerged 
in the last three decades, other than 
the two world wars themselves are: 
(1) a rising trend in government ex- 
penditures compounded by the costs 
of postwar rearmament and of main- 
taining a defense establishment; (2) 
an expanding public and private 








Can it go the way of the 
franc and lira? Too fantastic 
for serious discussion, you say, 
but shouldn’t we look for the 
long-term future of the dollar 
against the background of the 
Federal Reserve System from 
which all decisions on money 
and credit come? This au- 
thority is of the school that 
firmly believes that dangerous 
inflation is the lot of the 
American people if the gov- 
ernment and the Federal Re- 
serve follow the easy policies 
of easy credit. 

He goes back years in the 
past to review Federal Re- 
serve actions and point out 
how, here and there, the sys- 
tem has been weakened. No 
one change has been fatal, but 
taken together, they can add 
up to inflation. And no mat- 
ter how seriously the Federal 
Reserve should fight inflation, 
the government can, he says, 
nullify the effort under present 
conditions. Mr. Shaw’s view 
about the skidding American 
dollar certainly is not the 
popular one but it is a view 
worthy of careful considera- 
tion — particularly so at this 
precise moment. 





debt with a resulting bias favoring 
cheap money; (3) an unbalanced 
foreign trade sustained in the 1930's 


by a rising gold stock and more re- 
cently by intergovernmental loans and 
grants; (4) the mushroom growth of 
governmental agencies engaged in 
lending and guaranteeing credits to 
promote special objectives; (5) the 
adoption of ‘full employment’ as a 
principal goal of economic policy; 
(6) the demands of labor for wage 
increases exceeding gains in produc- 
tivity; and (7) support of agricul- 
tural prices at a high parity level, 
These policies can be sustained over 
long periods of time only by excessive 
monetary expansion. 

“One of the gravest dangers is the 
tendency of people to accept and tol- 
erate inflation as a way of life. The 
proposition that an upward long-term 
price trend may be desirable has 
gained credibility in some economic 
as well as lay circles. Popular and 
political indifference to the evils, illu- 
sions, and dangers of inflation, taken 
together with the demands of labor 
for higher wages, of farmers and 
other producers for higher prices, and 
of borrowers for cheap credit, renders 
the task of credit policy formidable 
indeed.” 

Some commentators have referred 
to built-in stabilizers as preventing de- 
pression, and among them farm price 
supports and the high wages of labor 
and their fringe benefits. These so- 
called built-in stabilizers are double 
edged. It is argued that we must 
have a prosperous farming population 
if industry is to be prosperous. So the 
government taxes in order to buy up 
surpluses or otherwise support high 
prices. But the taxpayer pays twice 
(some theorists may argue that it is 
only once, and I am not disposed to 
be dogmatic about this): They pay 
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the taxes to the government to sup- 
port the prices, then they pay the 
higher prices resulting from the 
policy. 

Where is the gain for national pros- 
perity? The money paid in taxes and 
in high food prices by consumer-tax- 
payers cannot be spent by them for 
the products of industry. This repre- 
sents a transfer of spending and can- 
not possibly be a net gain for the 
What the farmers can buy 
to keep industry prosperous the tax- 
payers-consumers have been deprived 
of. That the distribution of goods 


and services and the allocation of fac- 


economy 


tors of production will be different 
than they would be without farm 
price supports is granted, but that 
total production is any greater is not 
The total cost of the 
program is spread over the many for 
the benefit of the few, but this does 
The farmers 
have the political power or the imag- 


to be assumed. 


not alter the conclusion. 


ined or supposed political power to 
demand, Congress does not dare to 
take away these benefits, and city peo- 
ple are indifferent or ignorant. What 
started out as a policy to aid a seri- 
ously distressed segment of the econ- 
omy, then was altered to encourage 
production, has been 
perpetuated to create a favored class 


needed food 
whose earnings do not represent their 
output, but their 
political power to demand what 
amounts to monopoly profits. 


contribution to 


built-in stabi- 
If one 
labor 


Labor’s power as a 
lizer can be likewise criticized. 
any part of 
union activities, he is condemned as 
being anti-labor, and he invites vit- 
riolic denunciation. 
bor’s gains may be their own undoing. 


dares to criticize 


Nevertheless la- 


Labor unions have achieved a quasi- 
monopolistic position, and no robber- 
baron capitalist ever extorted monop- 
olistic profits with more zeal, ruthless- 
ness, and arrogance than those now in 
And with this 
has arisen the problem of getting a 
full day’s work for a day’s pay. As 
fringe-benefit gains have 
outstripped gains in productivity, 
higher costs have been foisted upon 
and upon their 
As long as demand was ris- 
ing or holding steady at high levels, 
the employees could increase their 
share more than proportionately. Re- 
peatedly, corporate reports have 


power in the unions. 


and 


wage 


managements cus- 


tomers. 


shown that while earnings rose, costs 


rose more than proportionately, and 
only the nimbleness of managements 
in outwitting labor with labor-saving 
devices and has mitigated 
this rise in costs. 


methods 


But this rise in costs may be labor’s 
undoing. As demand slackens, as com- 
petition increases, they find them- 
selves priced out of the market with 
unemployment growing and earnings 
reduced. The coal industry is a case 
in point. Labor leaders talk too much 
about the “right” to work and “full 
employment” and not enough about 
their responsibilities to produce at 
costs which enable their em- 
ployers to have customers. 


will 


The point to be made about these 
built-in stabilizers is that they are not 
stabilizers. In deflation they aggra- 
vate the situation, carrying decline 
in business further, and in inflation 
they likewise aggravate the situation, 
thrusting higher and _ higher 
upon a majority for the benefit of 
the particular minorities who gain the 
I am inclined to see declining 
business ahead for the future, 
but dangerous inflation as the lot of 
the American people if the govern- 
ment and the Federal Reserve follow 
the easy and plausible policies of easy 
credit and public works in the years 


costs 


most. 


near 


to come. 

The danger of inflation lies in part 
in the repeatedly relaxed controls 
which guide the Federal Reserve and 
in the danger of increasing govern- 
ment deficits. When this writer was 
a graduate student at Harvard in the 
1920’s, one of the professors 
remarked that the Federal Reserve 
would be a fine instrument of control 
of credit under proper conditions, but 
that if used for political purposes, it 
could become an engine of inflation. 
The latter seemed remote at that time 
of comfortable prosperity, but in re- 
cent years, it has come much nearer. 
Indeed, we may say that in the war 
and postwar period, it has become an 
engine of inflation through its sup- 
port of the government bond market. 
And the way is paved for it to be- 
come even more of an engine of in- 
flation unless those in authority un- 
derstand fully what they are doing. 


later 


The Federal Reserve’s controls 
work by virtue of their effects upon 
the reserves of member banks. A bank 
does not need to have enough cash 
on hand to pay all of its deposits 
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because the banker knows from ex- 
perience that not all of his depositors 
will want all of their funds at once. 
Money flows into the bank when de- 
positors bring in cash or checks on 
other banks; it flows out as they with- 
draw cash or as checks drawn on it 
are presented by other banks. This 
inflow and outflow develops a pattern 
in a community, weekly, monthly, or 
seasonal, and the banker adjusts his 
operations to it. Nevertheless, it is 
desirable to keep a reserve against 
emergencies. 

Originally, reserves were supposed 
to meet those emergencies which no 
banker can foresee, but with the de- 
velopment of banking, the function 
of the reserves has changed to that of 
controlling credit. Thus, an increase 
in reserves increases the bank’s power 
to lend with a consequent increase in 
deposits; while a decrease in reserves 
curtails its power to lend by requiring 
deposits to be reduced, or by requir- 
ing the bank to take steps to increase 
its reserves. 

With the advent of the Federal Re- 
serve System, member banks were re- 
quired to keep their legal reserves on 
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deposit with the Federal Reserve Bank 
of the district within which a given 
member bank is located. If this re- 
serve deposit increased, the member 
bank would have excess reserves which 
would enable it to increase its lendings 
by more than the amount of the ex- 
cess; and if it decreased, the bank 
would have to take steps to bring it 
up to the required minimum or re- 
duce the customers’ deposits by reduc- 
ing loans or letting loans “run off” 
-not making new loans as old ones 
are paid off. The Federal Reserve 
can increase these reserves and thus 
encourage more lending by lowering 
the minimum reserve ratio required, 
by rediscounting the member bank’s 
eligible loans, and/or by buying bonds 
on the open market. Conversely the 
Federal Reserve can discourage lend- 
ing or actually curtail it by raising 
the legal minimum reserve ratio, by 
discouraging the rediscounting of 
bank loans by raising the rate of dis- 
count, and/or by selling bonds on 
the open market. Besides this, they 
provide the bulk of the currency of 
the country by the issuance of Federal 
Reserve notes, and through the in- 


crease or decrease of these notes, the 
purchasing power of the nation can 
be increased or decreased. 


The fear of continued inflation re- 
sults from the lowering of the mini- 
mum standards by which the Federal 
Reserve guides credit policy and its 
administration too often, but not al- 
ways, in favor of cheaper credit. Only 
one significant tightening by statute 
can be observed. When the System 
was set up and national banks were 
required to join and state banks were 
encouraged to, the legal minimum 
reserve ratios were decreased, with 
this final result in the 1917 amend- 
ment to the Federal Reserve Act: 
Reserve ratios for banks in Central 
Reserve Cities (New York and Chi- 
cago) from 25 per cent to 13 per 
cent; for banks in Reserve Cities 
other large cities), from 25 per cent 
to 10 per cent; and for country banks 
(everything else), from 15 per cent 
to 7 per cent; and for time deposits 
for all, to 3 per cent. In the Thomas 
Amendment of 1933, the System was 
authorized to raise the legal minimum 
reserve ratio to double these figures 
if in the judgment of the authorities 


such was desirable. This power has 
been used almost to the limit. In so 
far as this technique alone is con- 
cerned, discouragement of lending or 
actual curtailment of credit would 
have resulted, had not other policies 
counteracted the influence. 

Other than this, the record of Con- 
gress is discouraging as every statutory 
change has permitted a relaxation of 
those controls which restrict credit 
and thus preserve the value of the 
dollar. 

Originally the relations of the Fed- 
eral Reserve with its members were 
based to a considerable extent upon 
self-liquidating loans. If the bank 
needed more accommodation, it could 
present short-term loans on self-liqui- 
dating transactions (such as the ship- 
ment of cotton or wheat) to the 
Federal Reserve and receive Federal 
Reserve notes. Upon expiration of 
the loan, a corresponding amount of 
notes would be retired. Thus credit 
came into being for business and was 
retired when the transactions which 
were financed were completed. But 
in 1932, government securities could 
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Life Companies’ Experience with Farm 
Loans This Year Is Highly Favorable 


For the first time, data are now available on a quarterly basis 
showing the farm mortgage experience of the life companies. 
This results from a project of the National Agricultural Credit 
Committee. For the first quarter of this year, the farm mort- 
gage experience of 16 life companies, the federal land banks, 
and the Farmers Home Administration is shown. Consideration 
is now being given to a plan for collecting similar information 
for commercial and savings banks. These 16 life companies, 
at the beginning of this year, had $1,635,000,000 in farm 
loans, or 87 per cent of the $1,882,000,000 of all companies. 


HE number of farm mortgages 

held by the 16 life companies 
increased about | per cent during the 
first quarter, and at the end of the 
quarter they held about 166,000 
farm mortgages. Farm mortgages to- 
taling $98 million were acquired 
during the quarter and additional ad- 
vances or increases for farm mort- 
gages already held totaled nearly $7 
million. The amount of principal in- 
debtedness increased 2 per cent from 
$1,635 million to $1,669 million. 

During the quarter principal re- 
payments amounted to $71 million, 
or over 4 per cent of the $1,635 mil- 
lion held at the beginning. The re- 
payment rate in the first quarter is 
undoubtedly seasonally higher than 
quarters because of the 
widespread use of March as an an- 
nual payment date. From the rec- 
ords submitted to the state insurance 
commissioners, 16 companies 
had an annual principal repayment 
rate of 11.6 per cent in 1953 and 12 
per cent in 1952. 

The average size of farm mortgage 
loan made or acquired varied consid- 
erably by company during the first 
quarter, and ranged from $7,650 to 
$29,750. The weighted average for 
all 16 companies was $15,970. The 
average size of mortgage outstanding 


for other 


these 


increased during the quarter from 
$9,930 to $10,040. 

At the end of the quarter, the 16 
companies had only 75 farm mort- 
gages with slightly over $1 million in 
principal indebtedness in process of 
foreclosure. During the quarter only 
two farm properties were acquired by 
foreclosure. 


A tabulation of 13 companies, 
which reported both loans in process 
of foreclosure and those with interest 
or principal overdue more than three 
months, shows that less than 1 pre 
cent of the farm mortgages held at 
the end of the quarter are in diffi- 
culty. These 13 companies had 65 


loans in process of foreclosure and 
708 loans with interest or principal 
overdue more than three months out 
of a total of over 113,000 loans. The 
amount of principal indebtedness in- 
volved was a little over $10 million 
and less than 1 per cent of the prin- 
cipal outstanding at the end of the 
quarter. 

It is probable that a large propor- 
tion of the overdue loans are overdue 
on principal only and not on interest. 
Two companies commented on this 
item. These two had 41 loans over- 
due but only two of the loans had 
interest overdue. Lower cattle prices 
and drought in the Southwest are 
two reasons mentioned for overdue 
loans. 

During the first quarter farm mort- 
gage loan commitments numbered 
about 6,900 and the amount com- 
mitted was about $108 million. Since 
this is the first quarterly report, no 
comparison with the same quarter 
last year is available. One company 
reported a substantial decline in loan 
applications, probably due to a de- 
cline in farm real estate sales, and an 
increase in competition, particularly 
on rates, for the more attractive 
loans. Companies reporting to the 
Life Insurance Association had an 
increase in farm mortgage loans dur- 
ing the first quarter of 1954 of about 
1.9 per cent as compared with 2.6 
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per cent in the first quarter of 1953. 

4 breakdown by purpose is avail- 
able for only 10 companies making 
about $40 million of the total of $108 
million committed for farm mortgage 
loans in the first quarter. As a result, 
the proportions to be used for vari- 
ous purposes should be used only as 
very rough general indicators. For 
these 10 companies, about 32 per 
cent of the amounts committed for 
loans was to be used to buy real es- 
tate, 50 per cent was to be used to 
refinance debts, 9 per cent for land 
and building repairs and improve- 
ments, 9 per cent for other known 
purposes, and less than | per cent for 
purposes unknown to the company or 
unclassified by it. Of the funds to be 
used for debt refinancing, about two- 
thirds was for refinancing real estate 
debt, and one-third was to refinance 
other debt. For those companies 
making the classification nearly half 
of the real estate refinancing was of 
mortgages or sales contracts already 
held by the company. 

Total regular farm mortgage loans 
of the Federal land banks outstand- 
ing in the United States (including 
Puerto Rico) increased 2.8 per cent 
in the first quarter from $1,180 mil- 
lion to $1,212 million. The number 
outstanding increased about 1 per 
cent from 318,000 to 321,000. Of the 
321,000 loans held at the end of the 
quarter only 72 had been called for 


foreclosure. The total number delin- 


quent, or extended, or both on March 
31 was 11,582, or 3.6 per cent of the 
This 


total number held on that date. 


r 


‘LAND TITLE 


SERVICE 
COVERS 


OHIO 
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SS 


BRANCHES IN CHARDON - 


is the total number delinquent or ex- 
tended without regard to time de- 
linquent and is more inclusive than 
the data on loans overdue three 
months reported by insurance com- 
panies. The amount of matured un- 
paid principal declined from $2,- 
196,000 on December 31, 1953 to 
$1,553,000 on March 31, 1954. 

The average size of loan outstand- 
ing was $3,700 at the beginning of 
the first quarter and $3,780 at the 
end. Average size of loan closed dur- 
ing the quarter was $6,150. The Fed- 
eral land banks acquired 7 farm 
properties during the quarter and 
owned 35 farm properties at the end 
of the quarter. 

Outstanding direct 
ship loans of the Farmers Home Ad- 
ministration increased less than a mil- 
lion dollars in the first quarter of 


farm-owner- 


1954, and on March 31, 1954, totaled 
$190 million. The number of loans 
outstanding was virtually unchanged, 
and was 33,331 on March 31. Dur- 
ing the quarter FHA made nearly 
800 new loans but over 700 loans 
were paid in full. During the quar- 
ter, 37 farm properties were acquired 
by foreclosure, and 97 farm loans 
were in process of foreclosure on 
March 31. About 5.5 per cent of the 
loans outstanding March 31 were 
behind schedule more than three 
months in their payments. Average 
size of loan outstanding was $5,700 
on March 31. 

In the last half of 1953 about 40 
per cent of the FHA loan commit- 
ments were to buy farm real estate, 
20 per cent to refinance real estate, 
and the balance, 39 per cent, was for 
land and building improvements. 


Uncle Sam Begins Count of Farms and 
Census of Facts of Agriculture U. S. 


HE census bureau this month 

will begin asking every farmer in 
the United States about 100 questions 
concerning his farm. 

It will be the 16th time since 1840 
that the bureau has taken a census 
of agriculture. The bureau has kept 
separate farm statistics, however, 
only since 1850. 

At that time the enumerators re- 
ported the nation had 1,449,000 
farms, containing 293,600,000 acres 
of land. Each farm, in 1850, was re- 


CINCINNATI - COLUMBUS 


sponsible for feeding eight of the na- 
tion’s 23,200,000 people. 

This year the bureau will probably 
find that every farm is responsible 
for feeding more people than ever 
before. But in other respects, the 
numbers may be smaller than they 
were in 1950, when the last census 
of agriculture was taken. That is be- 
cause the number of farms reached 
a peak in 1935—when the depression 
had driven the city jobless back to 
the farm—and has been declining in 
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the period of industrial expansion 
since then. 

But the job this year will be many 
times as big as it was in 1950. In 
1950 the 
5,382,000 


times as many as a century before. 


census bureau counted 


farms, more than three 
Acreage had increased in a century 
by about four times. 

The census bureau is not expect- 
ing to find any big changes in United 


States farming since 1950. This year, 
the farm census will seek as usual to 
determine the basic facts of Ameri- 
can agriculture — number of farms, 
acreage, farm population, crops 
grown, size of farm, type and length 
of tenure, ownership, livestock, irri- 
gation, conservation practices, mort- 
gage debt and farm value, and spend- 
ing on farms for such things as labor 
machine hire, food, fertilizers, gaso- 
line and oil. 


What Happened in Farm Debacle Before 
as Guide for What to Expect in Future 


HE widespread dis- 

tress in agriculture during the 
period between the first and second 
world explained 
solely by the price slumps and pro- 
The 


between 


mortgage 


wars cannot be 
duction failures of those years. 
difficulty of distinguishing 
good and poor land in judging abil- 
repay especially in 
settled changed 
technological and 


ity to loans 
areas or in 
conditions 
remains a central problem. 
Lawrence A. Jones and David Du- 
rand reach this conclusion in a study 


newly 


was 


*Published by Princeton University Press for 
National Bureau of Economic Research. The study 
is part of the Bureau's research program directed 
by Dr. R. J. Saulnier. It was financed largely by 
grants from the Association of Reserve City 
Bankers, the Life Insurance Investment Research 
Committee acting for the American Life Conven- 
tion and the Life Insurance Association of Amer- 
ica, and the Rockefeller Foundation. Mr. Jones 
is a member of the agricultural credit and finance 
research staff of the Agricultural Research Service 
United States Department of Agriculture Mr 
Durand is a member of the research staff of the 
National Bureau of Economic Research. 


of Mortgage Lending Experience in 
Aoriculture*. 

The agricultural distress of the 
twenties and thirties had its roots in 
the boom of World War I. On the 
basis of inflated wartime prices, land 
values new acreage was 
farmed and debts were contracted. 
From the advent of the war in 1914 
to about 1920 there was an active 
and speculative farm real estate mar- 
ket. “Profits were often invested in 
more land, livestock, and equipment. 
The feeling was widespread that 
prosperity would continue indefi- 
nitely.” When the commodity mar- 
kets finally broke, most farmers were 
unprepared for the shock. 


increased, 


“These and other adjustments . . . 
will tend to reduce the general se- 
and probably 


they will alter the pattern of distress 


verity of distress . 





— 





INVEST 


BECKLEY 


HOME 





L 








CHARLESTON e 


KANAWHA VALLEY BUILDING 


DUNBAR e 


ST. ALBANS @ 


FRANK M. HEREFORD, President 


26 THE MORTGAGE BANKER + September 1954 


SUTTON 


CHARLESTON, WEST VIRGINIA 


a ee ET Ce ET 


areas that was characteristic of the 
interwar period.” 

Nevertheless it is clear, the authors 
hold, that the central problems of 
farm mortgage lending, making ac- 
curate appraisals and adjusting loans 
to ability to repay, will continue to 
present difficulty. 

In addition to the uncertainties of 
the long-term agricultural outlook, 
farm lenders, they note, “are con- 
fronted with the uncertainties cre- 
ated by rapid technological change in 
an industry with millions of produc- 
ing units, no two of which are ex- 
actly alike and no two of which are 
affected in precisely the same manner 
by new developments.” 

Mr. Jones and Mr. Durand trace 
the development of farm mortgage 
distress from the agricultural depres- 
sion of the interwar period. It be- 
gan, they point out, with the collapse 
of agricultural prices in mid-1920 
and was aggravated by droughts in 
several of the northwestern states. 

Realized net income of farm opera- 
tors averaged 30 per cent lower dur- 
ing 1923-29 than during 1919-20. 
Throughout most of the Twenties 
land values declined, eliminating the 
equity of many farmers. Beginning 
in 1921, distress transfers increased 
steadily. Foreclosures and assign- 
ments, which were at the rate of 4.0 
per 1,000 farms in 1920, totaled 18.2 
per 1,000 farms in 1926. 

The difficulties of the twenties were 
dwarfed by the catastrophe in agri- 
culture in the early thirties. Prices of 
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farm products dropped with the on- 
set of the depression in 1929. By 
1932 they were less than half the 
1929 level and below the prewar 
prices of 1910-14. Realized net in- 
come of farm operators in 1932 was 
estimated to be $1.9 billion, compared 
with $9.3 billion in 1919 and an av- 
erage of $5.7 billion during 1923-29. 


Foreclosures and assignments to 
creditors rose from 15.7 per 1,000 
farms in 1929 to 38.8 per 1,000 in 
1932. Thereafter such distress trans- 
fers slowly declined. But not until 
1942, when the war restored pros- 
perity to agriculture, did they sub- 
side to the low rate of the period be- 
fore and during the first world war. 

In 1939 distress transfers 
equivalent to 12.6 per 1,000 farms in 
the United States. During each of 
the years from 1945 through 1952 
they were equivalent to less than 2 
per 1,000 farms. This is the smallest 
number of such transfers during the 
period for which estimates are avail- 
able, which extends back to 1912. It 
contrasts sharply, they note, with the 
yearly average of about 17 per 1,000 
farms during the two decades from 
1920 to 1940. 


were 


The recent period has been one of 
notable caution as to farm mortgage 
debt when compared to the years 
after World War I. Yet more than 
half of the sales of farms from 1947 
on have involved mortgage credit, 
and the indebtedness in such sales 


Al your 


amounted, on the average, to more 
than half of the purchase price. 

Farm mortgage distress in the 
United States cannot be explained 
by any one cause, or even by any 
specific combination of causes. 

Along with unforeseen 
slumps, production failures were an 
important factor in debt distress be- 
tween the wars. Yet “physical pro- 
duction risks in themselves need not 
constitute a cause of mortgage dis- 
tress.” Differences in mortgage ex- 
perience of neighboring localities 
show that “when such risks are ade- 
quately recognized, adjustments can 
be made—both in risk-reducing pro- 
duction techniques and in lending 
practices.” 


price 


Three of the more important causes 
of farm credit trouble have been: 


>> Differences in price behavior. 
Farm prices, incomes, and debts did 
not increase equally in all parts of 
the country during the wartime 
boom, nor did prices and incomes 
decline equally in the depression 
years. These differences in price be- 
havior partly account for differences 
in the severity of distress that devel- 
oped in various parts of the country. 
They help to explain, for example, 
why debt distress developed early 
and was more the Great 
Plains, which produces livestock and 
grain, than in the Northeast, which 
produces large quantities of dairy 
products. 


severe in 
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>> Inflation of land values and debts. 
Land values rose in the 20-year pe- 
riod culminating in the World War 
I boom. Mainly this was because of 
improved farm income, but partly be- 
cause of generally rising prices and 
also because relatively little land was 
available for homesteading after 1900. 
But rises in land values varied greatly 
throughout the nation just as price 
rises varied greatly among products. 
In some areas, the rapid rise in land 
values was clearly a speculative phe- 
nomenon, accompanied by a marked 
increase in farm mortgage debt. A 
consistent pattern was found in which 
distress transfers are closely related 
to previous debt increases. 


>> The problems of newly settled 
areas. Some of the worst mortgage 
trouble spots were in areas that had 
been settled from 1900 through the 
middle nineteen twenties by settlers 
who were not acquainted with the 
physical limitations of the regions in 
which they located. In some, the nat- 
ural productivity of soils and climate 
was too low to permit any type of ar- 
able farming on a profitable basis. In 
others, the physical limitations called 
for the adoption of specialized farm- 
ing practices, which were developed 
only after painful experience. In the 
Great Plains, not only were the typi- 
cal size of farm and early technology 
unsuited to the region, but the farm 
banking and credit institutions were 
even less well adapted. 
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VITAL STATISTICS 


HE President’s recent optimistic report on the state of the economy is borne out by all 
| our selected economic indicators. 
| 


Outstanding is the strength shown by new construction: expenditures during July [3] were 
at an all-time high for any month. The continuing high volume of construction contract awards 
not only assured that expenditures in the months ahead would make 1954 an all-time record year 

I but also gave promise of another big year in 1955. 


The number of new housing starts in July [4], although down somewhat from June’s ex- 
traordinary peak, were still substantially above the corresponding month a year ago. For the first 
seven months of this year, private starts were 3 per cent above those of 1953. The prospect is 
for a housebuilding year second only to 1950. 


This vigorous activity is supported by a great inflow of savings, which in turn has filled the 
mortgage pipeline even more fully than in the days before Regulation X. Mortgage recordings in 
July were at an all-time high for any month [5]. Investment yields [2] have in most cases fallen 
to the lowest point in more than two years, giving increasing attractiveness to FHA and VA 
mortgages, as shown particularly by increases in insurance company acquisitions [6]. The cur- 
rent high levels of applications for FHA insurance and requests for VA appraisals [7] also reflect 
the yield situation. The liberalizing provisions of the new housing legislation should give double 
insurance against any near future lag in this quarter. 


All this has been accomplished without inflation. Relatively easy money has remained sound 
money. Wholesale prices are steady [1], and the same is true of prices paid by consumers. De- 
spite rises in lumber, steel! and cement prices and increases in wage rates, the relatively even 
level of building costs has so far been only slightly affected. 


| General business showed slight gains. Employment was somewhat up; unemployment ap- 
peared to be definitely checked; industrial production was steady; department store sales were 
| 
| 








up [1]. 
| 
! (1). General Business Indexes 
(1947-49= 100) 
! -1954— —1953— First 7 Months 
i July June July June 1954” 1953 
Industrial production® ......... 124” 124 137 136 124 136 
| Wholesale prices .............. 110.4” 110.0 110.9 109.5 110.6 109.9 
| Department store sales*........ 115° 112° 113 115 110 113 
Sources: Federal Reserve Board, U. S. Department of Labor. *Estimated. »Preliminary. 
*Seasonally adjusted. 
| (2). Bond Yields 
1954- 1953- First 7 Months 
july June July June 1954 1953 
Long-term U. S. governments: 
3%4% issue of May, 1953, 
8 A ee 2.62 2.70 3.25 3.29 2.75 . 
Other long-term issues....... 2.47 2.54 2.99 3.09 2.54 2.95 
ih High-grade municipals 
Standard & Poor’s)..... ae 2.31 2.48 2.99 2.99 2.43 2.71 
Moody’s corporates, total... .... 3.15 3.16 355 3.61 3.18 3.41 
Moody’s Aaa corporates........ 2.89 2.90 3.28 3.40 2.91 3.21 


| 


Source: Federal Reserve Board. 
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(3). Expenditures for New Construction Put in Place 
(millions of dollars) 








—1954-- —1953— First 7 Months 

July? June July June 1954” 1953 
NE iia ik a Aiden as $2,377 $2,276 $2,218 $2,187 $13,853 $13,306 
Residential (nonfarm) ....... 1,237 1,183 1,126 1,123 6,929 6,662 
Nonresidential building ...... 554 527 489 479 3,464 3,141 
a RR Crs 410 398 408 398 2,484 2,417 
PONE GUNEE so os decsses 176 168 195 187 976 1,086 
rently area a clase aed 1,136 1,082 1,107 1,037 6,282 6,271 
: Are $3,513 $3,358 $3,325 $3,224 $20,135 $19,577 








Source: U. S. Departments of Commerce and Labor. »Preliminary. 





(4). Number of Nonfarm Housing Units Started 





—1954— —1953— First 7 Months 

July? June” July June 1954" 1953 
ET . cunuisac 4 seeenasente 109,000 115,600 96,400 102,000 669,800 649,500 
PE ctidnkissscnisnebeaeomia 3,000 4,400 300 2,600 13,700 28,600 
, 0 ere 112,000 120,000 96,700 104,600 683,500 678,100 








Source: U. S. Department of Labor. ?Preliminary; figures are revised three months after issuance; 
a new series is introduced this month for January 1954 on. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) 





—1954— —1953— First 6 Months 

June May June May 1954 1953 
Savings and loan associations.... $ 741 $ 675 $ 682 $ 642 $ 3,736 $3,550 
Commercial banks ............ 368 330 325 317 1,904 1,831 
Insurance companies ......... 146 123 131 133 736 738 
Mutual savings banks.......... 133 118 120 111 635 602 
Mortgage companies and others 602 558 511 496 3,158 2,874 


ie 0 harcore $1,990 $1,804 $1,769 ~—*$1,699 $10,169 $9,595 


Source: Home Loan Bank Board. r 











(6). Nonfarm Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 











—1954— —1953— First 6 Months 

June May June May 1954 1953 

GR ERY to ied Seals, $410 $318 $330 $308 $2,062 $1,910 
SEES id: bese ent aatttcane ad 60 48 67 62 318 443 
, RE Cee ne Tors eee 100 85 34 30 451 170 
oss an caattanenaente 250 185 229 216 1,293 1,297 
DN Betis eS ee liawia yada 41 24 29 36 230 234 
FN he lesa setae ai tata $451 $342 $359 $344 $2,292 $2,144 








Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 


(number of units) 

















—1954— —1953— First 7 Months 

July June July June 1954 1953 
FHA applications ............. 30,779 40,457" 20,660 31,159 232,202 221,646 
Units in home mortgages... . . 30,143 35,207 16,763 25,221 191,080 179,245 
Units in project mortgages. .. . 636 5,250" 3,897 5,938 41,122 42,401 
VA appraisal requests.......... 52,291 52,749 20,752 27,185 291,245 150,713 
Sources: Federal Housing Administration, Veterans Administration. "Revised. 
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M ortgage SERVICING Department 


WILLIAM I. De HUSZAR, Editorial Director 





GET YOUR SERVICING 
IN ORDER NOW! 


OOD mortgage servicing, like a 
G country’s defense program, 
shows only negative aspects when the 
times are good. It costs money, re- 
quires time, attention and thought 
and doesn’t show results in the sense 
of producing immediate benefits. All 
efforts are invested against an uncer- 
tain date in the future at which they 
may or may not prove themselves 
worthwhile. 

Undoubtedly, this is the basic rea- 
why has become the 
neglected stepchild of many mortgage 
firms in the past twelve years or so. 
According to recent tabulations, only 
two out of 100 mortgage loans made 
are turning delinquent in this par- 
ticular period. The rest resolve them- 
selves into a bookkeeping-accounting 
operation. Why then hire servicing 
experts, retain correspondents, work 
out repossession and foreclosure pro- 
ceedings and take all sorts of compli- 
cated precautions? The two loans in 
a 100 that give the mortgage com- 
pany headaches can readily be fore- 
closed. In a rising market, the prop- 
erties concerned are easily sold at a 


son servicing 


profit. 

In some areas of the country, where 
values have slumped, mortgage men 
are already finding out why this is 
not a wise course to take. The time 
of “boom culminating in more boom” 
is rapidly nearing its end. We are 
now, as administration spokesmen de- 
scribe it, going through a period of 
adjustments. Unemployment figures 
are substantial, payroll cuts and re- 
duced production schedules are cre- 
ating localized slumps, and most in- 
dustries look with jaundiced eyes into 
future which 
makes for uncertainties of large pro- 
portions. 


a vast and nebulous 
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The significant aspect of these 
warning signals for the working mort- 
gage-servicer is not so much that they 
indicate an immediate market decline 
together with an impending collapse 
of real estate values—for they don’t. 
They are only forceful reminders that 


no boom, no matter how solid its 
foundation and sustained its dura- 
tion, can last forever. When the 


boom comes to an end, whether that 
is in 1954 or in 1957, weak points in 
a mortgage firm’s servicing set-up will 
emerge like rocks in the sea after the 
tide recedes. These rocks, to carry on 
the metaphor, may sometimes be dif- 
ficult to circumnavigate or wreck the 
servicer’s ship. 

We are not without precedents in 
setting up servicing procedures which 
will provide adequate protection to 
loan portfolios in difficult times. This 
writer and members of the servicing 
staffs of his eleven subsidiary corpo- 
rations have built their servicing pro- 
cedures on the experience of previous 
declines including those of 1915, 1921, 
1929 and 1938. The guiding princi- 
ples which have emerged from our 
consistent endeavor to forestall diffi- 
culties which ourselves had to 
solve in these periods should be of 
general interest. 


we 


In the following we have condensed 
them in numbered articles in the or- 
der of their importance: 

1. Prepare and distribute a set of 
specific and detailed standard operat- 
ing procedures anticipating all con- 
tingencies and covering such matters 
as periodic inspections, tax checks, in- 
surance coverage, collections, foreclo- 


By GEORGE W. WARNECKE 


1954 


sures, repossessions, rehabilitation re- 
pairs, wastage repairs, sales and escrow 
funds. 

When a portfolio gets into trouble, 
the best set of servicing rules is inef- 
fective to ward off losses if this set of 
rules exists only in the minds of the 
institution’s servicing department. 

Both small institutions self-servicing 
their portfolio and large ones using a 
correspondent set-up will be able to 
profit from the distribution of written 
rules. Even the servicing staff of a 
small company can coordinate its 
thinking, if its members can always 
readily refer to written rules. For a 
correspondent set-up, this arrange- 
ment will prove even more indispen- 
sable. When collection difficulties in- 
crease, the correspondent should not 
be forced to take up every important 
question as to the handling of prop- 
erty (e.g. spending limits on rehabili- 
tation) with his lender or face the 
risks of unauthorized action. The cor- 
respondent should be able to act im- 
mediately on the authority of written 
instructions. 

2. Review your organization’s serv- 
icing set-up. 

A review of the servicing organiza- 
tion should break down into three 
phases: (1) internal management; 
(2) the use of consultant or corre- 
spondent facilities; and (3) strength- 
ening the correspondent set-up. 

(1) Appoint a top executive with 
mortgage servicing as his specific re- 
sponsibility. Even today, in too many 
institutions the servicing of mortgages 
is left to bookkeepers and clerks. 
Mortgage servicing is much more than 
a bookkeeping operation. It’s the same 
type of profit-making, loss-saving, 
good-will building operation as the 
owner’s building maintenance or the 























government's care of purchased equip- 
ment. It should be put in the hands 
of a special officer who can draw on 
a fund of experience from previous 
critical periods and act resolutely and 
intelligently when the situation de- 
mands it. 

(2) Check whether the location of 
your loans is such that you need to 
retain new correspondents, or if you 
have a self-servicing set-up, whether 
you should hire a servicing consultant. 
In a boom period the servicing of 
loans, even those in fairly distant lo- 
cations, can often be reduced to mere 
paperwork. The lender therefore 
never becomes aware of the need for 
having on-the-spot servicing facilities 
to make reports, collections and han- 
dle reinstatements. When foreclosures 
and repossessions increase, such activ- 
ities can no longer be avoided and 
then it may be too late to enlist or 
familiarize competent correspondents 
with the lender’s procedures. Banks, 
for instance, should act now to estab- 
lish a reliable organization of com- 
petent out-of-town representatives. 

In many instances, operations may 
be too small or too localized to war- 


rant the employment of an expert ex- 
perienced in decline-servicing of real 
estate mortgages. Such _ institutions 
may be able to profit from affiliating 
themselves with a large specialized or- 
ganization on a consultancy basis. 

(3) Screen your correspondent 
firms. When hard times come, these 
firms are the institution’s first line of 
defense. Many of them, unfortunately, 
lack the equipment it will take to hold 
the line. The mortgage servicing pro- 
fession has undergone a tremendous 
expansion with the advent of FHA 
and VA loans which brought into the 
field “Johnny Come Latelies” devot- 
ing themselves exclusively to the or- 
ganization and paper work servicing 
of such loans. They are usually not 
qualified to service conventional loans. 
The alternatives lie between eliminat- 
ing these weaker servicers or facing 
the consequences of large-scale bun- 
gling in a critical period. 

4) Be 
policies. During the Big Depression 
those lenders were worst hit who al- 
lowed themselves to be put “behind the 
8-ball” by the machinations and pro- 
crastination of their borrowers. Re- 


stricter in your collection 


luctant to evict delinquent borrowers 
or take over real estate, they waited 
and waited until the bottom dropped 
out of the market and vandalism took 
an even heavier toll than value- 
declines. 

At this point it might be well to 
emphasize that the greatest danger to 
sound servicing policies on single-fam- 
ily home loans lies in the laxness of 
the attitude of the owner toward the 
moral obligation of repaying his debt. 
When that laxness is noted, no matter 
how carefully veiled behind personal 
excuses, collection policies should pro- 
vide for immediate positive action in 
the way of enforcement, foreclosure or 
repossession. On the other hand, no 
arbitrary circumscription ought to tie 
the hands of a mortgage officer in the 
case of a deserving borrower who 
takes his obligation seriously and is 
willing to cooperate in its discharge to 
the fullest extent of his abilities. 

This proposed tightening of collec- 
tion policies should cover both the ex- 
cuses allowed for delayed payments 
and the patience exercised against de- 
linquent borrowers. In general, no ex- 
cuses other than illness in the family 





SINGLE DEBIT 
SINGLE CREDIT 


YORK RECORDS have revolutionized Mortgage Accounting 
. - . save time and money for both investor and servicer . . . 
and COST YOU LESS THAN 2¢ PER LOAN PER MONTH! 


No question about it! In seven years these preposted 
mortgage records have won sincere praise among 
mortgage bankers everywhere. Installation of 

York Records quickly proves to even the most 
skeptical that former methods are as outmoded as 
the cigar store Indian. Prove it to yourself: 

check appropriate spaces below, clip this ad to 
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Accounting Procedures book. Price: 
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$1.00. 


) Send us your free booklet, A Revolu- 
tion in Mortgage Accounting, by 
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and no delays longer than thirty days 
should be tolerated. When reinstate- 
ment plans are worked out for delin- 
quent loans, the borrower should, no 
matter how serious his plight is, be 
required to give evidence of his good 
will by continuing to make payments, 
if only in very small amounts. 

There is, in my opinion, an exces- 
sive concern about the adverse reper- 
cussions of a firm collection policy. 
This concern appears unjustified in 
the light of experience. The borrower 
does not hold a clearly declared firm 
collection policy against the lender. 
He is more aware than is generally 
understood that the lender is only 
looking out for the interests of its de- 
positors and stockholders. What is 
much more damaging to the bank’s re- 
lations to its community is when the 
lender wavers and flounders hoping 
that the situation will right itself, and 
then, very suddenly and unexpectedly, 
cracks dow non the borrower. 

Another point to remember is that 
a firm collection policy can often be 
aided by a regular inspection schedule 
of all mortgaged properties. In one 
instance, our firm was able to uncover 


a potential delinquency situation in a 
$100,000 Westchester home when the 
inspector noticed the condition of the 
furniture and furnishings had deteri- 
orated considerably since his last visit. 
He made a report, a further check 
showed that the owner was in finan- 
cial difficulties and arrangements 
could be made for a timely sale of the 
property at a good price. Similarly, 
regular inspections of the exterior 
(when an owner is strapped for money 
his first saving often is made by failing 
to paint the house) and of the inte- 
rior may give the lender clues on po- 
tential delinquencies. 

5) Check your income -earning 
properties. Income-earning properties 
are peculiarly susceptible to the cur- 
rent economic fluctuations. Their ten- 
ancies usually reflect any downward 
trends in the various industrial fields. 

The servicer should maintain a con- 
stant check on the management occu- 
pancy and income-earning capacity of 
the property. Defaults should be met 
with much prompter and more rigor- 
ous reaction by the lender than in the 
case of single-family houses. None of 
the human or community relations 


elements apply. The only questions 
are whether the property is earning 
sufficiently to meet the regular pay- 
ments, and, if so, whether these regu- 
lar payments are made. If the answer 
to either of these questions is no, fore- 
closure or repossession should quickly 
follow. Very likely, the longer the 
lender waits the smaller will be his 
proceeds on such a sale or the chances 
of rehabilitation on repossession. 

The servicer who takes these vari- 
ous steps now will find himself well 
prepared to weather the storms that 
may be ahead of us. Playing a wait- 
ing game on so serious a problem will 
only result in more headaches, more 
expenses and greater losses in the end. 


>> HOW’S YOUR SERVICING? 
MBA’s servicing specialists will call at 
your office, review your servicing and 
make recommendations for change. 
It’s on a per-day basis for as long as 
you require. Itineraries for months 
ahead are now being made. If you 
would like a consultation, write the 
MBA national office now. 








NVEST 


IN FLORIDA... 


Those who permanently move to the Sunshine State (156,000 annually) make it lead the 


nation year after year in its tremendous building and growth. 


Our firm currently is 


seeking additional outlets for FHA, VA and Conventional Type loans. We can offer an 
investor THE CHOICE LOANS in South Florida. This is created by our prestige, experience 


and extensive advertising in newspapers, television 
We solicit your mortgage requirements. 


and radio. 


WRITE FOR INFORMATION 


OR WE WILL CALL ON YOU PERSONALLY 


R. K. COOPER, Inc. 
MORTGAGE BANKERS 
2733 Ponce de Leon Boulevard 


CORAL GABLES 
FLORIDA 


Miami's Skyline 
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THE BIG U.S. DEBT 


Who’s holding it and for how much. 
Now that it’s going to be increased 


beyond $275 billion, where is the end? 


ROWING concern over the 
é steady rise in the public debt, 
which is now crowding the legal limit 
of $275 billion, has focused increas- 
ing attention on its distribution and 
on the extent that it is being financed 
out of the savings of individuals and 
other investors to help offset the infla- 
tionary effects of deficit financing. 

Here is how the ownership of the 
federal debt broke down at the end 
of 1953: 


>> Individuals, institutions and other 
nonbank investors—$137.4 billion or 
49.9 per cent of the total. 


»> The banking system (commercial 
and Federal Reserve banks) —$89.5 
billion or 32.5 per cent of the total. 


>> U. S. government investment ac- 
counts—$48.3 billion or 17.6 per cent 
of the total. 

These proportions have shown a 
high degree of stability for several 
years. The widest possible ownership 
of federal securities by individuals 
and the nonbank public in general 
outside the commercial banking sys- 
tem has been a cornerstone of federal 
debt management policies ever since 


the debt began to skyrocket during 
World War II. 

The figures show that the public 
debt at the end of last December 
added up to just over $275 billion, the 
present legal top, but some $500 mil- 
lion of the total were not subject to 
the limitation. The current public 
debt is some $270 billion. The post- 
World War II low point was approx- 
imately $252 billion in 1948. Thus 
the public debt has increased some 
$20 billion in the last five years, indi- 
cating the extent the federal establish- 
ment lived beyond its income in the 
period. 

The nonbank public has owned 
about half the public debt for a num- 
ber of years. Close to half the non- 
bank aggregate is owned by indi- 
viduals, and U.S. savings bonds 
represent the dominant part of these 
holdings. 

Ownership of federal securities by 
the banking system also has been quite 
stable during the period since the end 
of World War II. The proportion has 
run around a third of the total during 
these years. This ratio is considerably 
lower than it was during the war it- 
self when commercial banks owned 


more than two-fifths of the public 
debt, thus contributing to the growth 
of inflationary pressures. 


With government trust accounts in 
the Social Security System consist- 
ently taking in more in taxes from 
the public than they have been pay- 
ing out, their ownership of the public 
debt has been growing steadily and 
is now at a new high. Government 
trust accounts today own more fed- 
eral securities than the total public 
debt outstanding before World War 
II. The biggest single holder in this 
group is the Old Age and Survivors’ 
fund. 


This table gives the trend of the 
distribution of the public debt since 
1939 by percentages of the total held 
by principal groups: 


Total Debt U.S. Trust Nonbank 
Yr. (Billions) Banks Funds Investors 
1939 $ 47.6 38.6% 13.7% 47.7% 
1942 112.5 42.0 10.9 47.1 
1944 232.1 41.5 9.4 49.1 
1946 259.5 37.7 11.9 50.4 
1948 252.9 33.9 14.8 51.3 
1950 256.7 32.2 15.3 52.5 
1952 267.4 32.9 17.2 49.9 
1953 275.2 32.5 17.6 49.9 


Source: U.S. Treasury Department. 











Credit Reports on Borrowers... 
.-. for Loan Agents and for Purchasers 


You get Availability Anywhere, Dependability, Uniformity 
Convenience, Economy through the nationwide 
standardized reporting service of 


RETAIL CREDIT COMPANY 


Home Office: P.O. Box 1723, Atlanta 1, Georgia, U.S.A. 
Offices in Principal Cities of United States, Canada, Cuba, Mexico 


Established 1899 


TIMELY 
QUESTION 


. 7 ...No.2 


CAN NEIGHBORHOODS "LIVE UP” 
TO LIBERAL LOANS? 


Before a 30-year cycle is com- 
pleted, unprotected neighbor- 
hoods drop to minimum owner 
appeal. Lenders must select 
their security with greater care 
for longer term loans. 

Greater care results from 
broader understanding of the 
elements that protect neighbor- 
hoods. Every mortgage officer 
should have the 48-page Ap- 
praisal Guide. 

a 


Society of Residential Appraisers 
221 No. LaSalle Street 
Chicago 1, Illinois 


Please send us — . copies of the 
APPRAISAL GUIDE @ $1.00. 


() Check enclosed C) Please bill 
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Street Address___ 
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The Real Measure of America 


Gross national product, as the economists call it, or real production as most of us 
think of it, is the true measure of American progress in these times. Adjust it for 
price, population changes and other factors and you'll find that it is now double 
what it was only a generation ago. It’s the main key to America’s growth. 


ITH all the ups and downs in 
economic activity the 
First World War period to the pres- 
ent, the real production of the Amer- 
the 
gross national product adjusted for 


from 


ican economy, as measured by 
price and population changes, has 
and is double 
what it was a generation ago. 


grown greatly now 

This gain in real production is all 
the more noteworthy since the popu- 
lation is now half again as great as at 
the beginning of the decade of the 
and currently 
some 50 million more persons than 


['wenties there are 
there were then to share the nation’s 
output. 

The that 


progress possible are 


have made this 
the long-term 
uptrend in the productivity of the 
working population and the record 


factors 


investment in recent years in new 
plant and equipment which have 
done so much to raise production ef- 
ficiency and total output. It was the 
these that 
abled the nation to continue its dy- 
namic growth in the face of the twin 


challenge of rapidly rising population 


combination of two en- 


and inflation. 


A large part of these investment 
funds came from the savings of the 
people accumulated in life insurance 
and other thrift institutions. Com- 
bined life insurance company invest- 
ments in the securities of business and 
industry, for example, have tripled in 
the 1946-53 period, showing a net in- 
crease of $23'% billion for these eight 
years. 

World War I brought a marked 
growth in the economy, but even so 
the real gross national product, meas- 
ured in dollars of 1939 buying power, 
was the equivalent of only around 
$560 per capita at the start of the 
Twenties. The comparable figure for 
1953 was more than $1,100 per 
capita, representing a rise of 100 per 
cent for the period as a whole. 

Actually, the top in real production 
of around $1,130 per capita was 
reached during the peak war output 
in 1944. Subsequently there was a 
setback in the real volume of produc- 
tion because prices rose faster than 
output in the early post-World War 
II years, but the renewed growth of 
the last few years has regained prac- 
tically all of the lost ground. 
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There were two periods of growth 
in the last three decades and a half— 
the Twenties and the period from 
1939 through 1953. The Thirties were 
a period of adjustment during which 
the base was laid for the ensuing eco- 
nomic push, 


Comparing the two boom periods, 
the figures show that the increase in 
real production per capita was very 
much greater in the 1939-53 period 
than it was in the Twenties. During 
the latter period, the real gross na- 
tional production rose $140 per cap- 
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ita, or 25 per cent. The comparable 
increase in the 1939-53 period was 
more than $400 per capita, or about 
60 per cent. Thus the more recent 
gain was well over twice that of the 
earlier one. 

But certain fundamental changes 
have occurred in the economy and 
the sources of its activity between 
both periods that have far-reaching 
implications as far as future trends 
are concerned. 

For one, inflationary pressures have 
been more persistent and of greater 
duration since 1939 than in the 
Twenties. The readjustment in 
1920-21 was followed by a number of 
years of comparative stability in 
prices. As a result, a proportionally 
greater amount of the gross national 
product between 1922 and 1929 in 
then current dollars represented real 
velume of production than is the case 
now. In 1929, for example, it took 
only $1.20 worth of gross national 
product to bring an increase of $1 in 
the real volume of production. 

By contrast, the dollar has been 
depreciating steadily from 1939 to the 
present, though the rate of erosion 
has been slowing down noticeably of 
late. Because of this trend, it now 
takes $2 worth of gross national prod- 
uct in dollars of current buying power 
to bring a gain of $1 in the real vol- 
ume of production. The 1953 gross 
national product of $367.2 billion fig- 
ures out to only $178.6 billion in dol- 
lars of 1939 buying power. 

Another striking difference be- 
tween the two periods is the extent 
of government participation in the 
economy. The economy was predom- 
inantly a private one in the Twen- 
ties. In 1929, for example, purchases 
of goods and services by federal, state 
and local government combined rep- 
resented only about 8 per cent of the 
gross national product for the year. 
For the 1939-53 period as a whole, 


LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


however, combined government pur- 
chases of goods and services repre- 
sented close to a quarter of the entire 
gross national product. The 1953 fig- 
ure was 23 per cent, or about three 
times the 1929 proportion. 
Conditions and trends of recent 
years have, of course, made a rising 
level of expenditures inevitable at all 
levels of Government, what with war 
and defense needs, the expansion of 
population, etc. The fact is, nonethe- 
less, that abnormal government 





Real Production, 1920-53 


The following table gives the 
trend of the nation’s economic ac- 
tivity in terms of the gross national 
product (in billions of dollars), in 
dollars of current buying power ad- 
justed for price and population 


changes: 
Real 
Gross Nat’! Product GNP Per 
Yr. In Current $ In 1939 $ Capita* 
1920 $ 92.0 $ 59.5 $ 
929 103.8 85.9 700 
1939 91.3 91.3 700 
1944 213.7 156.9 1,130 
1946 211.1 980 
1948 259.0 143.5 980 
1950 286.3 156.2 1,030 
1951 329.8 167.0 1,080 
1952 348.0 172.0 1,100 
1953 367.2 178.6 1,120 
*In 1939 dollars. 
. S of Commerce 


Sources: U. S. Dept. 
(1929-53); Institute of Life Insurance. 











spending is an important influence in 
perpetuating inflationary pressures, 
and particularly so where government 
spends more than it takes in and re- 
sorts to deficit financing. 


>> STRONG TREND: Investor in- 
terest in acreage for future develop- 
ment is the same or greater than it 
was one year ago, according to 
NAREB’s survey of the real estate 
market. 

Interest in such investment real 
estate is reflected by transfers of such 
properties, inquiries about these in- 
vestments, and general demand for 
placement of capital in this field. 





COMMISSIONS TO CORRESPONDENTS 





The survey disclosed that the ex- 
pectation of community growth which 
prompts investors to purchase unde- 
veloped rural land appeared to be 
particularly strong around the larger 
metropolitan areas. Nearly half of 
the board’s reports from cities of 
500,000 and over noted such expecta- 
tion in investment consideration. 

Vacant lots also showed high mar- 
ket appeal. In 43 per cent of the 
cities, investor interest is greater than 
a year ago, while 38 per cent showed 
the same interest in these investments. 

Demand for commercial structures 
as investment continues to be sizable, 
running parallel to that of a year ago 
in 57 per cent of the communities and 
exceeding the previous period in 22 
per cent of the cases. 

The capital attraction of apart- 
ment buildings, however, has declined 
in a noticeable number of cities. 
While investor interest is quoted as 
similar by 50 per cent of the report- 
ing boards, the interest was reported 
less in 35 per cent of the reports. 


>> BOOM CONTINUES: The 
building boom will continue at least 
through 1954, says the Chamber of 
Commerce of the United States. 


Building contracts awarded during 
the first six months of the year were 
at a record volume, the rate being 17 
per cent above that of the same pe- 
riod last year when an all-time high 
was recorded. Since awards precede 
construction, the boom is sure to last 
through the months ahead. 

Actual expenditures for new con- 
struction during the first half of the 
year were nearly $17 billion. 


PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the seortaage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 














Experienced mortgage executive to take 
charge of Loan Department, and with 
ability to originate and market GI & FHA 
loans. (Located in Southern Florida.) 
Write Box 304, giving experience, refer- 
ences and salary expected. 


Mortgage Officer of leading savings bank 
desires to acquire well-established mortgage 


company with large volume of servicing, 
outright for cash, or terms satisfactory to 
owner, or will make a sizeable investment 
in present organization. Location not a 
consideration. Any offer will receive con- 
sideration. Write Box 305. 


B. C. ZIEGLER COMPANY 40 YEARS’ 


WEST BEND, WISCONSIN EXPERIENCE 
Chicago Office: 39 South La Salle Street 
Address All inquiries to Our Home Office at West Bend, Wisconsin 
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IT’s ABOUT 
TIME FOR 
YOUR MBA 


CONVENTION - CHICAGO - SEPT. 27-30 


>> LARGEST YET: The MBA Con- 
vention this year will be the largest 
on record, with probably as many as 
3,000 attending. That’s pleasing to 
members who take pride in seeing 
association and 
there are other mem- 


trade 
But 
bers who, with a feeling of nostalgia, 


their grow 


progress. 


look back at “the good old days” and 
wistfully that they almost 
were back again, because 


remark 
wish they 
many years ago you could 
MBA Convention, and 
during the course of the meeting see 
there. 


not too 


come to an 
everybody Those 


just about 


days have gone. 


>> MOST IMPORTANT NOW: 
What should concern every member 
right now is getting in his hotel reser- 
De- 
mand for rooms is the heaviest ever 
More than 1,500 been 
taken, and suites have been exhausted. 
failed to 
get their hotel reservations in should 


vation and advance registration. 


seen. have 


Those members who have 
do so immediately by writing direct 
to the Conrad Hilton Hotel in Chi- 


cago. 


As for advance registration, the fee 
is $15 for members and $10 for wives, 
and registrations received before Sep- 
the advance 
in advance of Con- 


tember 6 will show on 
program 
vention opening. 

>>? EVENING IN CHICAGO: The 
big evening at the Convention will 
be Wednesday when MBA will hold 


issued 





its traditional night club party. The 
show is certain to be a good one, 
because the impresario is Clint Noble 
who has arranged other MBA enter- 
tainment in the past, and always 
comes up with something to be re- 
membered. 


>> FOR THE DISTAFF SIDE: The 
Chicago Convention is going to be 
a big one for the wives who attend. 
The big Wednesday night club party 
in the Hilton will be a highlight. In 
addition, two attractive ladies’ affairs 
have been arranged, the first, a 
luncheon and style show in Marshall 


CHICAGO } SPEAKERS 


Guy T. O. Hollyday Philip Klutznick 


Guy T. O. Hollyday of Baltimore, 
former MBA president and recently 
FHA Commissioner, will address the 
Convention on urban renewal and 
conservation, a field in which he has 
long been interested. Philip Klutz- 
nick, who has directed some of the 
country’s most extensive building op- 
erations in recent years, will discuss 
Shopping Centers. 
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Field & Company’s Narcissus Room 
Tuesday noon and the second a the- 
atre party Wednesday afternoon. The 
show they will see is “Wonderful 
Town” with Carol Channing, excel- 
lent entertainment. A booklet is being 
prepared which will be particularly 
helpful to the ladies in determining 
what to do and see. 


>> YMAC: MBA’s Young Men’s Ac- 
tivities Committee has made some 
ambitious plans for its part of the 
Convention. In the only full after- 
noon session scheduled, YMAC will 
sponsor a program moderated by 
President Clarke, called “New Di- 
mensions in Mortgages,” and the four 
principal topics will be: 

Land Development as a Means of 
Creating New Mortgages, by George 
C. Dickerson, Stockton, Whatley, 
Davin & Company, Jacksonville. 

New Approaches to Acquisition of 
Income Property Loans, by R. P. Rus- 
sell, assistant vice president, T. J. 
Bettes Company, Houston. 

Re-stimulating Mortgage Volume 
from Real Estate Brokers by Philip C. 
Jackson, Jr., vice president, Jackson 
Securities & Investment Company, 
Birmingham. 

Market Analysis Preceding the 
Opening of New Lending Territories 
by William H. Osler, W. A. Clarke 
Mortgage Company, Harrisburg, 
Pennsylvania. 








What We Will Talk 
About in Chicago 


Conventions seem to have a way 
of creating a theme of their own. Last 
year in Miami Beach it was the im- 
proved conditions in the mortgage 
market. A year before that it was 
just the reverse of improved and the 
year before that it was something 
of the same thing. 

This year there are more new 
things to talk about and explore with 
other mortgage men, more things 
upon which future plans will be based 
than has been true in many years. 
The FHA predicament is naturally 
one of them. The very easy state of 
the easy money market is one more, 
another is the amazing vitality of 
the new construction field and the 
healthy state of the national economy. 

But, above and beyond them are 
some really new things that are mak- 
ing their way into the field of mort- 
gage banking. One is financing for 
minority housing and another is the 
new voluntary credit program origi- 
nally proposed by the life insurance 
industry and now a part of the hous- 
ing laws. : 

Both are challenges such as mort- 
gage men scarcely have seen before. 
The challenge which minority housing 
offers is obvious to all. MBA is doing 
a tremendous amount of research and 
investigation in this field and at the 
Chicago Convention it will be high 
on the list of topics for discussion. 

The voluntary program is no less 
challenging. It came as a result of a 
proposal from private enterprise; now 
private enterprise will be expected to 
deliver—and private enterprise here 
means principally the mortgage 
lending industry. 

As most members know, the new 
housing law calls for the creation 
of a National Voluntary Mortgage 
Credit Extension Committee which 
will be headed by Mr. Cole as Hous- 
ing Administrator but which will con- 
sist largely of representatives from 
private industry—two representatives 
each from private financing institu- 
tions, builders of residential proper- 
ties, and real estate boards. Serving 
on the national committee in an ad- 
visory capacity will be a representa- 
tive from the board of governors of 
the Federal Reserve System, the Home 
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Loan Bank Board, and the Veterans 
Administration. Regional subcommit- 
tees will also be set up. 


The function of both the national 
committee and the regional subcom- 
mittees will be to facilitate the flow 
of funds for residential mortgage 
loans into areas or communities where 
there may be a shortage of local capi- 
tal for such purposes. 

Government is looking to the mort- 
gage lending field to do the job—as 
HHFA Administrator Cole has clearly 
stated. 

“This is a private industry pro- 
gram,” he said. “Both the national 
committee and the regional sub-com- 





R. P. Russell 
Houston 


William Osler 
Harrisburg 


mittees will be made up of private 
industry representatives. I, as chair- 
man, and the advisory members from 
the Federal Reserve Board, the Home 
Loan Bank Board and the Veterans 
Administration will be there to assist 
private industry to do the job.” 

The subject of minority group 
housing will be discussed more com- 
pletely in Chicago than it ever has 
been handled before at an MBA 
meeting. It is high on the list of FHA 
objectives now and the pattern it will 
follow is being rapidly developed. Dr. 
George W. Snowden, FHA’s minority 
group housing consultant, will be one 
of the principal speakers on the 
subject. 
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HOW SOUND IS OUR DOLLAR? 


(Continued from page 23) 


be used for collateral behind the notes, 
thereby reducing the need of pledging 
gold. When a self-liquidating transac- 
tion was completed, notes were retired, 
but when the notes were collateralled 
by bonds, the self-liquidating nature 
of their issuance disappeared, and the 
credit tended to remain outstanding. 
This permits inflation without correc- 
tion. Inflation may follow, but 
it is thereby permitted. A dog on 
leash cannot run away; a dog not on 
leash may not run away if under the 
control of the but there is 
certainly less to prevent him from 


not 


master, 


doing so. 
Gold’s End 

Originally the Federal Reserve Banks 
had to redeem their Federal Reserve 
notes in gold on demand. This cer- 
tainly was a potential control on the 
amount of notes outstanding. In 1933 
they were forbidden to redeem in gold 
on demand, 
made the collateral, and these could 
not be paid out to the banks or to 
the public. So here too vanished one 
absolute control. 

Then in the 1930's the Federal Re- 
serve abandoned qualitative criteria 
the nature of the paper pre- 
sented to the banks and placed the 
emphasis upon the aggregate amount 
of credit, rather than upon the pur- 
pose for which the credit was to be 


gold certificates were 


as to 


issued, as was done in the beginning. 
This a statutory change, I 
believe, but it represents a deteriora- 
tion in the protection of the value of 
the dollar. 

Then there occurred in the 1930's 
an increase in reserves, of which the 
impact was felt later. Gold 
into the United States in quantity in 
large part because of the fears en- 
gendered by Hitler’s and Mussolini’s 
actions in Europe; perhaps in part 
because of hopes of recovery in the 
United States the 
which foreigners saw in 
here. This gold, though not available 
for redemption of notes and deposits, 


was not 


flowed 


and possibilities 


investments 


issu- 
and 


practically removed any controls upon 


nevertheless made possible the 
ance of more gold certificates 
credit creation. 

Another change was the purchase 
of government bonds by the Federal 
Reserve. This began in the depression 
when the securities markets were in a 


state of chaos, and it was thought 
desirable to stabilize the government 
bond market. This was commendable, 
but by buying bonds, it built up the 
reserves of the banks. For the time 
being, these growing reserves were 
little utilized. But a perusal of the 
charts of the Federal Reserve System 
shows that the excess reserves of the 
1930’s became the basis for greatly 
increased credit in the war and post- 
war periods. Increased credit does not 
seem to be reversible, but leads to 
further deterioration. Indeed this pur- 
chase of bonds on the open market 
became the most potent inflationary 
force in the postwar period and espe- 
cially in the period of the Korean 
War. Political pressure by the Treas- 
ury compelled the Federal Reserve to 
continue the purchase of bonds long 
after the Board of Governors wished 
to quit that, and while the Board 
undertook counter measures, they were 
seriously ineffective. Not until the 
accord was reached in March, 1951, 
when the Treasury agreed not to press 
the System to buy bonds further, and 
the Open Market Committee limited 
its purchases to special situations, was 
the inflationary increase halted. But 
by that time so much damage had 
been done that the accord almost 
looked like locking the garage after 
the car was stolen. 

When the Federal Reserve 
established, the banks were required 
to keep a gold reserve of 40 per cent 
against their note liabilities and 35 
per cent against their deposits, which 
were largely member banks’ depos- 
its (their legal and excess reserves) 
and government deposits. In 1945, 
these ratios were both reduced to 25 
per cent. Although the reserves of the 
System are so large that they are con- 
siderably in excess of the minimum, 
here is a reservoir of greatly expanded 
potential credit which makes possible 
serious inflation. 


Action in 1942 

Another loosening of controls came 
in 1942. In 1935, Congress specifically 
provided that the System could buy 
bonds on the open market only. If 
the banks bought directly from the 
government, they would simply in- 
crease government deposits, and none 
of this would come out of savings. 
Creation of credit in excess of savings 
is inflationary, and Congress wished 
to prevent that. But in 1942, Con- 


was 
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gress provided that the Federal Re- 
serve Banks could buy bonds directly 
from the United States Government, 
thus increasing deposits of the gov- 
ernment directly without invoking 
savings. This was thought to be nec- 
essary to facilitate war financing. But 
it would be inflationary to the extent 
used. This was to expire this year. 
The Federal Reserve does not need 
this power, and its very existence en- 
courages inflation, yet its renewal by 
Congress seems assured. 


Each Change Justified 

Each of these changes has been 
justified at the time by some plausible 
explanation and argument. Each was 
regarded as desirable or necessary. Yet 
in toto they have added up to sub- 
stantial postwar, even wartime, infla- 
tion. Like Hitler’s “last territorial 
demand” of the 1930's, no one en- 
croachment justified world war, but 
together they added up to a bid for 
dictatorial power which finally com- 
pelled the other nations to meet the 
challenge of war. So is it with these 
changes in the Federal Reserve. No 
one of them is fatal to adequate con- 
trol, but taken together, they all open 
the door to serious inflation. The pat- 
tern here is obvious. We set a regu- 
lation which is deemed necessary as 
a safeguard, then when the restraint 
is showing its effectiveness as a safe- 
guard, when the conditions against 
which the regulations are designed to 
protect us begin to appear, groups 
feel the pressure of the restraints, and 
a demand is made for their relaxation. 
Then follows the change, always “jus- 
tified” of course in some plausible 
way. The immediate advantage to 
the few takes precedence over the 
long-run damage to the majority. 
Not all of these changes have actually 
directly led to inflation, but enough 
of them have worked together to cut 
the value of the dollar almost by half 
in a dozen years. 

Originally, a main intention of the 
System was to ease the seasonal fac- 
tors which sometimes led to distress, 
by rediscounting self-liquidating paper 
and buying bonds on the open market 
to build up member banks’ reserves 
and tide them over. Then, with the 
seasonal emergency past, the credit 
expansion was reversible. Now with 
government bonds as collateral on ad- 
vances to the member banks, the 
credit expansion is still reversible, but 





not necessarily so. The bonds can be 
sold and the increased reserve kept 
permanently by the discounting banks, 
aided, if need be by the lowering of 
the legal minimum reserve ratios. In- 
deed, the recent lowering of reserve 
ratios was justified by the seasonal 
argument, as probably was the lower- 
ing of rediscount rates. But the ques- 
tion arises whether, when the seasonal 
factor has passed, the easing of credit 
will be reversed, or whether they will 
be allowed to continue, to become the 
broader base for further inflation 
later. 

But no matter how serious may be 
the intention of the Federal Reserve 
to combat inflation, the United States 
Government can completely nullify its 
efforts. A government deficit makes 
for inflation, especially if the com- 
mercial banks buy bonds directly from 
the government, for they literally 
“create credit out of thin air.” This 
can lead to a secondary stage of infla- 
tion if the banks sell these bonds to 
the Federal Reserve and thus build 
up their reserves for more loans and 
deposits. 


Where Will It End? 

But specific programs authorized by 
Congress are definitely inflationary if 
the budget is not balanced, and, it 
may be argued, may be inflationary 
if the budget is balanced: government 
guarantee of loans; lending by gov- 
ernmental agencies; gifts or loans to 
foreign countries; farm price sup- 
ports; the purchase of certain metals, 
whatever the excuse; stockpiling of 
goods; subsidies or other incentives to 
shipbuilding, ship operation, and avia- 
tion; and aids to state and local gov- 
ernments for roads, hospitals, schools, 
and other public works. That anyone 
in charge of such operations should 
ever link his work to the problem of 
general credit control is not to be 
expected, and Congress apparently 
does not see any such relationship. 
Add to this the enormous size of the 
debt already and the problem of debt 
management, and the obstacles to 
credit control are formidable indeed. 

On the whole, it seems to me that 
this pattern has been unfolding in the 
last several years: Inflation is not 
recognized scoi enough, and the steps 
taken to combat it are too little and 
too late. Then a downturn begins, 
political and business pressure demand 
the easing of restrictions, which action 


may slow deflation, but whatever the 
result, lay the foundation for greater 
inflation later. So—will the dollar go 
the way of the franc and of the lira 
in years to come? 


>> AMPLE MONEY: Money 
home purchases is now more widely 
available than it was three months 
ago, NAREB’s Mortgage Council sur- 
vey shows. 

Increase in supply has been general 
for all types of loans—conventional, 
VA and FHA—Oliver M. Walker, 
Council chairman, said. 

The survey showed the dominant 
interest rate for conventional loans on 
single-family dwellings continued to 
be five per cent. 

The easier-money tendency pre- 
vails in most larger communities, but 
“many smaller communities continue 
to be hampered by shortage of local 
capital and inadequacy of the inter- 
city flow of funds,” Walker said 

“It is our belief that provisions of 
the Housing Act of 1954 will help re- 
lieve this condition,” he said. “These 
terms create in a reconstituted Fed- 
eral National Mortgage Association 
a clearing house for loan funds which 


for 


may be funneled into communities 
where mortgage money has been 
scarce.” 


Reports of Mortgage Council mem- 
bers show that, as of June 30, the 
supply of mortgage money was “am- 
ple” for those seeking conventional 
loans in 72 per cent of the cases, as 
compared with 61 


March. 


per cent last 
The balance of the conven- 


tional loan reports show the loan sup- 
ply to be “moderate” in 24 per cent 
of the cases, and “tight” in 4 per cent. 

Similarly, the supply of loan money 
has become freer for government- 
backed mortgages. Funds for VA 
loans were found “ample” by 41 per 
cent of the reporting members, a 
jump of 13 per cent over the “ample” 
fund reports on such loans last 
March. Supply of money for these 
loans was found to be “moderate” in 
39 per cent of the members’ reports, 
and “tight” in 20 per cent. 

The supply of FHA loans is “am- 
ple” in 54 per cent of the country’s 
areas reported, as against 40 per cent 
last March. “Moderate” supply was 
reported in 39 per cent of instances, 
and another 20 per cent found this 
money “tight.” 

There was no marked change in 
the dominant interest rates on con- 
ventional loans for single-family 
dwellings during the three months. 
Slightly over half of the sections of 
the country contacted reported 5 per 
cent as the most prevalent rate, while 
another fifth found 6 per cent rates 
predominating. 

Mr. Walker summed up the mort- 
gage money picture throughout the 
country this way: 

“The easier money tendency, ap- 
parent in the spring, has further 
extended. Resources are such that in- 
creased availability has been accom- 
panied, in some cities, by lowered 
interest rates, lengthened periods of 
amortization, and lessened gaps be- 
tween loans and sales prices.” 
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Allen A. Davis, Jr., who since 1946 
has been a member of the legal de- 
partment of Monumental Life Insur- 
ance Company, and since 1948 has 
has been elected a 


been its counsel, 


vice president. 

Freeland R. Cameron has been 
elected a director of American Title 
and Insurance Co. and the Equity 


General Insurance Co., Miami. Mr. 
Cameron has been active with the 
companies as vice president and 


comptroller, positions which he will 


continue to hold. 


Donovan R. Ballard has resigned 
as VA loan guarantee agent in Chi- 
cago to join Great Lakes Mortgage 





° = - 
" * 


ke 


Corporation, Chicago. He will spe- 
cialize in processing VA and FHA 
mortgages. He was VA for 
eight years and for another eight 
years prior to that with HOLC. 


with 


W. Frank Brasher was elected as- 
sistant vice president of the Rapides 
Bank and Trust Company in Alex- 
andria. He has been connected with 
the Rapides Bank for the past 14 
After returning from military 
with 


years. 


service, he became connected 
its mortgage loan origination depart- 


ment. 


Jerry B. Frey, Jr. has been made a 
partner of Weck M. Brown and Com- 
pany, Dallas. 





Philip L. Hynes has become associ- 
ated with Frank H. Taylor & Son, 
Inc., East Orange, as manager of its 
residential mortgage department. He 
is an authority in the field of residen- 
tial appraising and VA _ procedure 
and has been with the Newark re- 
gional office of the VA for the past 
six years. 


At a meeting of directors of Frank- 
lin Life Insurance Co., Lewis E. Strie- 
beck, was elected treasurer, and Hoyt 
M. Dobbs, Jr., was elected assistant 
vice president in the investment de- 
partment. 


Neal J. Hardy, HHFA assistant ad- 
ministrator since 1949, has been 
appointed director of the building in- 
dustry’s new National Housing Cen- 
ter in Washington, D. C. 

Hardy resigned his government 
post effective September | to take 
over his new assignment to operate 
the Center when construction on the 
building is completed next Spring. 





INVEST WITH CONFIDENCE 
Servicing $60,000,000 of Detroit Mortgages 


We have a background of 15 years’ experience . . . a record of servicing 
some of the nation's leading banks, insurance companies and fraternal 
organizations . . . lowest delinquency rate among the five largest volume 
mortgage firms in Michigan who service loans for a common principal . .. 
and we are in a position to serve your mortgage investment requirements 


from $10,000 to $1,000,000. 


We Invite Your Investment Consideration 


of Metropolitan Detroit Mortgages 
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As an authority on all aspects of 
mortgage loan servicing, the author 
has no contemporary with such wide 
experience. He has studied and re- 
searched every phase of mortgage 
servicing as no one else has done and 
has told the story in his new work. 


Mr. De Huszar is treasurer of Doven- 
muehle, Inc. of Chicago, one of the 
nation’s oldest and largest mortgage 
houses, has long served on MBA Serv- 
icing Committees and is editorial di- 
rector of the Servicing Department of 
The Mortgage Banker. He has often 
addressed MBA meetings. He gradu- 
ated from the University of Chicago 
with a degree in business administra- 
tion. 





Off The Press Soon... 


Mortgage 


Servicing 


By William I. De Huszar 


the first complete work on mortgage servicing. To be published early this 
Fall by the Mortgage Bankers Association of America. 


Five years ago, MBA published its handbook, Mortgage Loan Servicing 
Practices by Mr. De Huszar, the first book ever issued on this subject. At 
that time, servicing had become, in a relatively brief period, far more im- 
portant profitwise than it had ever been in the past. Now, five years later, 
conducting a profitable and efficient servicing operation is a keystone to 
success in mortgages. 


Two years in preparation, Mortgage Servicing is the first comprehensive 
and authoritative work on mortgage servicing. In this book, the author 
describes every servicing operation. Part I is on Operating Principles, 
—Servicing Fundamentals, Servicing Problems and Servicing Personnel. 
Part II goes into the various departments—Cashier, Accounting, Collection, 
Insurance and Tax Departments. Part III is on Operating Techniques— 
Statistical and Cost Accounting Records, Customer Relations and Coordina- 
tion and Internal Control. 

Mortgage Servicing covers everything in mortgage servicing, goes into every 
procedure, describes alternate methods when available. It is adaptable for 
the smallest office as well as the largest. Every innovation of recent years 
is described in detail. It’s for servicing personnel as well as management. 
For any question in servicing, for ideas for speeding efficiency, for cutting 
costs, Mortgage Servicing will be a valuable tool for any mortgage firm. 


You will want a copy from the first printing scheduled for September. You 
can reserve your copy now by mailing the coupon below. 


Price $5 a copy. 


City and State 


! 

! MORTGAGE BANKERS ASSOCIATION OF AMERICA 
| - ms | 
111 West Washington Street, Chicago 2, Ill. 
j Reserve copy of Mortgage Servicing for me from the first | 
| printing. My check for $5 is enclosed | 
; Bill me when you mail my copy ; 
| Name | 
a ! 
| Firm. | 
: Address___ 
| ! 
! ; 
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>> MY, HOW IT GREW: Not too 


many years ago a meeting of the 


mortgage fraternity in Los Angeles 
would have produced a group of 25 


or 30 fact, MBA’s 


drew not 


and, in one of 
Clinics in that city 
Now 
has happened! The most recent meet- 
ing of the Southern California MBA 


in Los Angeles attracted 250 mem- 


earlier 


too many more. look at what 


bers and guests and here you see 


them in the Pacific Ballroom of the 
Statler where, just a little more than 
a year from now, MBA members will 
be gathering for their own 42nd an- 
nual convention. Featured speaker 


was Roy W. Wenzlick, president, Roy 


Pat L. Davis Heads 
MBA in Fort Worth 


Pat L. Davis, vice president of 
J. E. Foster & Son, Inc., Fort Worth, 


has been elected 
president of the 
Ft. Worth MBA. 


]. T. Griffin of the 
Tarrant County 
Building 
Loan Association 


and 


was named vice 
president and O. 
B. Craddock of 


the First National 





Pat L. Davis 


Bank was re- 
elected secretary and treasurer. The 
new officers took over their duties 


in July. 
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W. Wenzlick & Co., St. Louis. Urban 
K. Wilde, president of the Associa- 
Mr. Wenzlick 


the group his interpretations and pre- 


tion, presided. 


dictions of what might be expected 
in the foreseeable future in real 
estate. 

At the speakers table: Guests and 
past presidents of the association, 
George Gummerson, Walter B. Clark, 
John D. Engle, Carl F. Burrell, Wal- 
lace Moir, MBA vice president, N. V. 
Alison, L. I. McLellan, president of 
California Real Estate Association, 
Mr. Wenzlick, Urban K. Wilde, E. W. 
Muhsfeld, vice president of Southern 
California MBA, Richard F. Dwyer, 


>> PROTECTED: During 1953, 
American families bought a record 
$39,488,000,000 of new life insurance 
and increased their aggregate hold- 
ings of such protection by $27,668,- 
000,000. 

Last year 79 per cent of all U.S. 
families owned some type of life in- 
surance—7 per cent of the insured 
families put 10 per cent or more of 
their disposable income into life in- 
surance premiums. In the $5,000 to 
$7,499 income group, 93 per cent 
were owners of life insurance. 

Ownership of credit life insurance, 
relatively small 12 years ago, totaled 
$8,706,000,000 at the start of this 
guarantee of repayment of 
outstanding loans in the event of the 
death of the insured borrowers. 


year, a 


gave 





H. F. Whittle, R. C. Larson and Gor- 
don Stimson, Secretary of Southern 
California MBA. 


Group life insurance increased 
fourfold in the period since 1941 and 
now represents $79,768,000,000 under 
40,000,000 certificates in 93,000 dif- 
ferent contract groups. 
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MORTGAGE MARKETING SERVICE 


for the sale 
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VA and FHA loans. 





Prompt and Efficient Service Assured Every Inquiry 


STALFORD MORTGAGE COMPANY 


589 CENTRAL AVENUE, EAST ORANGE, NEW JERSEY 
phone Orange 61500 











Western Office: 448 South Canon Drive, Beverly Hills, Calif. 
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first flight 
Without trust in Daddy's strong arms, fear would 
blot out the fun of first flight. But because Daddy’s 
smiling, loving face is below, life adds a thrilling 
new dimension, founded in love and trust. 


All our adventures begin in and come home to 


the security we cannot do without. 


. 
yop, ; 3 
Lt ae | 


Saving for security is easy! Read every word—now! 


To give and to get security is the main business 
of living. It is a privilege and a responsibility. 
It provides us life’s finest rewards. 

Have you ever thought that this security is 
possible only in a democracy? And that this is the 
source of America’s greatest strength? For we 
continue to grow stronger as a nation when more 
and more secure homes are bulwarked together. 

The security of your country depends on 
your security. 






































If you’ve tried to save and failed, 
chances are it was because you didn’t 
have a plan. Well, here’s a savings sys- 
tem that really works—the Payroll 
Savings Plan for investing in U.S. 
Savings Bonds. This is all you do. Go 
to your company’s pay office, choose 
the amount you want to save—a couple 
of dollars a payday, or as much as you 
wish. That money will be set aside for 
you before you even draw your pay. 


And automatically invested in Series 
“E” U.S. Savings Bonds which are 
turned over to you. 


If you can save only $3.75 a week on 
the Plan, in 9 years and 8 months you 
will have $2,137.30. 


United States Series “E” Savings 
Bonds earn interest at an average of 
3% per year, compounded semiannu- 
ally, when held to maturity! And they 


can go on earning interest for as long 
as 19 years and 8 months if you wish, 
giving you a return of 80% on your 
original investment! 

Eight million working men and 
women are building their security with 
the Payroll Savings Plan. For your: 
sake, and your family’s, too, how about 
signing up today? If you are self- 
employed, ask your banker about the 
Bond-A-Month Plan. 


The U.S. Government does not pay for thia advertisement. It is donated by this publication in 
cooperation with the Advertising Council and the Magazine Publishers of America, 
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PROTECTION 


Licensed to do business in the following states: 






Arkansas e Florida e Georgia « Indiana e Kansas ¢ 
Louisiana ¢ Mississippi « Missouri « Nebraska e 
Oklahoma e Tennessee @ Texas e Illinois (certain 
counties ) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0613 
of St. Louis, MeCure Gill, President 10 South Central PArkview 7-813! 
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“SHOOTING THE STARS” is a most rcliable 

method of getting where you want to go. 

Because of the constancy of the heavens, a navigator with sextant in hand can depend on 
what his instrument tells him. The stars chart a course as sure as tomorrow. 


For the past 40 years, we’ve helped chart courses to sound realty transactions for 
mortgage bankers, life insurance companies, lawyers, builders and developers . . . from 
Florida to Alaska, from the Atlantic to the Far West. 


Beeause of a thorough knowledge of lenders’ requirements, we have been most successful 
in plotting highroads to safer mortgages. A Policy of Title Insurance, in addition to its 
protection against title loss, facilitates the sale and transfer of real estate and 

real estate mortgages. Escrow services are furnished by our Home Office and by all 
issuing agents. Financial statement and directory of issuing agents will be furnished upon 
request to Home Office or any branch office. So, since it’s Reliability you want and 

cannot do without, we invite your inquiry. 


ansas (ily Pille 
uramMee 


— 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Building 112 East Tenth Street Kensas City 6, Missouri 
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